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RAILROAD RETIREMENT ACT 
(Dual Benefits) 


MONDAY, FEBRUARY 15, 1954 


Unirep States SENATE, 
CoMMITTrEE ON Lapor anp Pusiic WeLFrare, 
SPECIAL SUBCOMMITTEE ON Raitroap RetrrEMENT LEGISLATION, 
Washington, D.C. 

The special subcommittee met at 10 a. m., pursuant to call, in 
room P-63 of the Capitol, Senator H. Alexander Smith, of New Jersey 
(chairman of the full committee) presiding. 

Present: Senators Smith of New Jersey (chairman), Griswold, 
Cooper, Upton, Murray, and Hill. 

Also present: Roy E. James, staff director; Michael J. Bernstein 
and John D. Stringer, professional staff members. 

The Cuarrman. The meeting will please come to order. 

This will be a meeting of the Special Subcommittee on Railroad 
Retirement Legislation of the Committee on Labor and Public 
Welfare to take the testimony in the legislation before us. 

As chairman of the full committee, I will enter a brief statement 
on these hearings and then I will enter in the record a statement by 
the Honorable Charles A. Wolverton, a Member of the House of 
Representatives, who was chairman of the Interstate and Foreign 
Commerce Committee of the House of Representatives, and under 
whose direction the bill was passed in the House. I will now put 
his statement in the record. 

The hearings scheduled for today, Tuesday, Wednesday, and Thurs- 
day will be on proposed legislation to amend the Railroad Retirement 
Act by repealing the so-called dual benefits reduction provision of 
that act. 

During the last session the House Committee on Interstate and 
Foreign Commerce held exhaustive hearings on this matter and voted 
to favorably report a bill, H, R. 356, which would repeal this pro- 
vision. This bill was introduced by Congressman James EF, Van 
Zandt. Under the able leadership of Chairman Charles A. Wolver- 
ton, this bill was passed and sent to the Senate in late July. 

In the closing days of the last session, I stated on the floor of the 
Senate that, since there was a controversy among the labor unions 
on the merits of this legislation, the Senate Committee on Labor and 
Public Welfare did not feel justified in trying to resolve the question 
without adequate hearings. In view of this and since there was 
not then sufficient time left in the session to hold hearings, I stated 
that the committee deemed it desirable to lay the matter over until 
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the second session. I gave my assurance that the matter would be 
considered early in this session. 

H. R. 356, passed by the House, would repeal the dual-benefits pro- 
vision. Other bills before the committee, differing in detail but with 
the same purpose, are S. 1355, S. 1776, S. 1911, and 8. 2178. 

Senator Griswold, of Nebraska, is going to take over the subcom- 
mittee hearings, and I am going to turn the meeting over to him after 
first introducing the statement by Hon. Charles A. Wolverton on this 
legislation. 

(The statement of Hon. Charles A. Wolverton is as follows :) 


STATEMENT OF CONGRESSMAN CHARLES A. WOLVERTON (REPUBLICAN, NEw JERSEY), 
CHAIRMAN, COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, BEFORE CoM- 
MITTEE ON LABOR AND PusBLIC WELFARE ON H. R. 356, AN Act To AMEND THE 
RAILROAD RETIREMENT ACT OF 1937, AS AMENDED 


The purpose of this bill, which passed the House on July 24, 1953, is to correct 
a wrong that was done to more than 30,000 retired railroad employees and to 
more than 10,000 wives of railroad employees by the 1951 amendments to the 
Railroad Retirement Act. The particular provision of the 1951 amendments— 
commonly referred to as the dual-benefit provision—provides that the railroad- 
retirement pension or annuity of an individual must be reduced if such individual 
has creditable railroad service before 1937 and is receiving or is entitled to receive 
an old-age benefit under the Social Security Act. The unfairness of these amend- 
ments is made more plain and emphatic when it is realized that this reduction 
in the railroad annuity must be made even though the individual is only po- 
tentially entitled to receive an old-age benefit under the Social Security Act, but 
is not receiving it either because he has not filed for it, or because he is still 
working. In other words, the amount is deducted from his railroad-retirement 
benefits even though he is not receiving social-security benefits he might be en- 
titled to. 

I believe that the term dual-benefit provision misinformed many persons, 
including Members of Congress, who had occasion to study this provision. I 
believe, further, that this terminology was responsible, at least in part, for the 
inclusion of this unfair provision in the 1951 amendments adopted by the 82d 
Congress, 

The dual-benefit provision reduces the retirement annuity or benefit payable 
to a retired railroad employee who had railroad service before 1947 by any old- 
age insurance benefit for which he may qualify under the Social Security Act, 
or by the amount of that portion of his railroad annuity which is based on service 
before 1937, whichever is less. 

As a result of this provision, an estimated 30,200 railroad annuitants and 
pensioners, and 10,500 wives of such retired individuals had their benefits re- 
duced in some cases as much as $85 a month for the retired employee and $40 
for his wife. That is a lot of money to take away from an elderly man and 
his wife who are trying to make both ends meet on a small pension, already too 
small to start with. This reduction has caused a great deal of hardship, espe- 
cially if the retired worker and his wife have to rely entirely upon their retire- 
ment benefits for a livelihood. 

To add insult to injury, when the Congress in 1952 voted an increase in social- 
security benefits, these 30,000 or more retired workers found, to their amazement, 
that their railroad retirement annuities were further reduced by an amount 
corresponding to the increase in their social-security benefits. Because of the 
dual-benefit provision in the 1951 amendments to the Railroad Retirement 
Act, retired workers did not receive increased benefits which Congress intended 
to give to all who come within the provisions of the Social Security Act. 

The injustice that has been inflicted upon retired railroad workers as a result 
of the 1951 amendment becomes even more glaring when it is realized that these 
retired workers are the only pensioners in our entire Government setup who are 
thus treated. Individuals who retire under the Civil Service Retirement Act 
and under other Federal retirement systems are not meted out similar treat- 
ment, nor are individuals who retire from the Army, the Air Force, the Navy, 
the Marine Corps, the Coast Guard, the Coast and Geodetic Survey, the Public 
Health Service, the Federal judiciary, or any other type of Government position 
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that comes under the Civil Service Retirement Act. Such individuals receive 
the full annuity to which they are entitled under any of the applicable systems, 
without any reduction by reason of any old-age insurance benefit to which they 
may be entitled under the Social Security Act. The bill, H. R. 356, which has 
been passed by the House, is designed to correct this inequity, and tens of thou- 
sands of railroad workers and their families are hoping and praying that the 
Committee on Labor and Public Welfare and the Senate of the United States 
will take favorable action on this bill. 

Apart from the great hardship and manifest unfairness to more than 30,000 
retired railroad employees and more than 10,000 wives of retired individuals, 
there are additional reasons why the dual-benefit provision should be repealed, 
and I want briefly to enumerate these reasons. 

1. Railroad employees have been led to believe by the Railroad Retirement 
Board and by the Congress that benefits once granted would not be reduced. 
The reduction made as the result of the 1951 amendments has revived fears and 
uncertainties with respect to pension reductions that preyed on the minds of rail- 
road workers under the voluntary pension plans of the railroads. 

2. The 1951 amendment has created an inequity to employees who were com- 
pelled for economic reasons to seek social security employment or who for patri- 
otic reasons accepted employment outside of the railroad industry during the war. 

3. It has created an inequity between railroad employees and persons covered 
by other Federal retirement systems, because under those other retirement 
systems employees receive their full annuity without any reduction by reason 
of any old-age insurance benefits to which they may be entitled under the Social 
Security Act. 

4. The amendment has created inequities between railroad employees and em- 
ployees in other industries, because employees who have retired under many 
private industry plans receive benefits under such plans and also social security 
benefits. 

5. The amendment has created administrative difficulties for the Railroad Re- 
tirement Board, because whenever old-age insurance benefits are increased or 
become subject to increase, the railroad retirement annuity of an individual 
to whom the dual-benefit restriction applies must be reduced. The Railroad 
Retirement Board has to effectuate currently during each month approximately 
500 new reductions in annuities of this type. 

6. The amendment has discriminated against a special group of retired em- 
ployees for the benefit of other beneficiaries under the same act. While reduc- 
tions are made in the annuity or pension of a retired employee who has some 
credited prior service before 1937 if he is also entitled to an old-age benefit under 
the Social Security Act, no reduction is made in the annuity or pension of a 
retired railroad employee who does not qualify for an old-age benefit. The funds 
saved by not paying the higher benefit in the first case mentioned are used to pay 
higher benefits to other beneficiaries under the act. 

7. Every tax payment ever made under the Railroad Retirement Tax Act 
contains an allowance toward the cost of prior service. Therefore, retired rail- 
road employees with prior service before 1937 have made their contributions for 
this portion of their pension or annuity, and therefore are entitled to receive 
it as a matter of fairness and justice. 

In conelusion, I am firmly convinced that the dual-benefit provision added to 
the Railroad Retirement Act by the 1951 amendments to that act should be 
repealed, because that provision has created many hardships and discrimina- 
tions against, and injustices to, tens of thousands of retired railroad workers 
and their families. Faith and confidence in the railroad retirement system can 
be restored only by repeal of this restrictive provision. I appeal to the Committee 
on Labor and Public Welfare of the United States Senate to report favorably 
this bill, which already has received the overwhelming support of the Committee 
on Interstate and Foreign Commerce of the House of Representatives and of 
the entire House of Representatives. 


The Cnarrman. Senator Griswold, I will turn the matter over to 
you, and you know who your witnesses are. 

Senator Grisworp (presiding). Thank you. 

I wish to offer for the record the following bills and the agency 
reports on them: H. R. 356, S. 1355, S. 1776, S. 1911, and S. 2178. 
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he bills. H. R. 356, S. 1355, S. 1776, S. 1911, and S. 2178, are 


as follows:) 


AN ACT Te mend the Railroad Retirement Act of 1937, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3 (b) of the Railroad Retirement 


Act of 19837, as amended, is hereby further amended, effective October 30, 1951, 
by striking the last paragraph thereof 

Sec. 2. In the case of any deceased individual whose death occurred before 
the first day of the first month following the month in which this Act is enacted, 
so Inuch of any annuity or pension payment as is due such individual by reason 
this Act shall be paid only 


f such widow or widower 


of the enactment of the first section of 

1) to the widow or widower of the deceased 
s living on such first day; or 

2 f there is not such widow or widower, to the child or children of the 
leceased if such child or children are living on such first day 
For the purposes of this section, the terms “widow”, “widower”, and “child” 
have the same meanings as those assigned to such terms by section 5 (1) (1) of 
the Railroad Retirement Act of 1987, as amended 

Unirep STATES OF AMERICA 
RAILROAD RETIREMENT Boarp, 
Chicago, Til, Auqust 27, 1958. 
Hon. H. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 

Dear SENATOR Smitu: In response to your request of July 28, 1953, the Rail 
road Retirement Board submits the following report on H. R. 356, passed by the 
House of Representatives on July 24, 1953, and referred to your committee on 
July 25 (legislative day, July 6), 1953, for consideration. 

The bill would strike ont, effective October 30, 1951, the last paragraph of 
Section 3 (b) of the Railroad Retirement Act of 1937, as amended by section 7 of 
Public Law 234, S2d Congress, Ist session, enacted October 30, 1951. This para- 
¢raph provides as follows: 

‘The retirement annuity or pension of an individual and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such indi- 
vidual is, or on proper appleation would be, entitled to an old age insurance bene- 
fit under the Social Security Act, as follows: (i) in the case of the individual's 
retirement annuity, by that portion of such annuity which is based on his years 
of service and compensation before 1937, or by the amount of such old age insur- 
ance benefit, whichever is less, (ii) in the case of the individual’s pension, by the 
amount of such old age insurance benefit, and (iii) in the case of the spouse’s 
annuity, to one-half the individual's retirement annuity or pension as reduced 
pursuant to clause (i) or clause (ii) of this paragraph: Provided, however, That, 
in the case of any individual receiving or entitled to re-receive an annuity or pen- 
sion on the day prior to the date of enactment of this paragraph, the reductions 
required by this paragraph shall not operate to reduce the sum of (A) the retire- 
ment annuity or pension of the individual, (B) the spouse’s annuity, if any, 
and (C) the benefits under the Social Security Act which the individual and his 
family receive or are entitled to receive on the basis of his wages to an amount 
less than such sum was before the enactment of this paragraph.” 

The reason for this quoted paragraph is found in the report of the Senate 
Committee on Labor and Public Welfare (which revised the bill 8S. 1347, later 
enacted, substantially, as the amendments of October 30, 1951), as follows: 

“* * * section 7 provides against duplication of credit for prior service. The 
amended Social Security Act is so weighted as, in effect, to give credit for service 
before 1937. In view of this, and since employees who now receive credit for 
service before 1937 have not paid any taxes with respect to such service, the 
sponsors of the bill deemed it appropriate to continue to give credit under the 
Railroad Retirement Act for prior service, but only if the employee does not also 
receive an old-age benefit under the Social Security Act.” (S. Rep. 890, 82d 
Cong., 1st sess., p. 24.) 

The savings to the railroad retirement system as a result of the above-quoted 
provision of the act have been estimated to be $11 million a year for the first 10 
years, $15 million a year for the next 10 years, $9 million a year for the third 
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decade, $3 million a year for the next 10 years, and steadily decreasing amounts 
thereafter until the savings vanish, approximately in the year 2000. Thus, the 
estimated dollar savings in benefits would aggregate about $385 million. These 
estimated savings were taken into account in making the increases in various 
benefits provided by the 1951 amendments 

For the reason set forth in the Senate committee report, previously quoted, 
and because the bill would provide no additional funds to meet the increased 
cost of paying benefits under the Railroad Retirement Act, the Board recommends 
that no favorable consideration be given to this bill. 

\side from the question of cost, the Board is of the opinion that this bill if 
enacted would create far more serious inequities than those which, it is claimed, 
the bill would eliminate. The Board’s views in this respect were duly presented 
to the House Committee on Interstate and Foreign Commerce during the hear- 
ings held by that committee on the bill H. R. 356, as appears more fully in the 
printed House committee hearings beginning on page 20, and to which we respect 
fully refer you. 

This report has been cleared with the Bureau of the Budget which informs us 
that there is no objection to its submission and that the Bureau itself, for the 
reasons stated herein, also recommends against favorable consideration of this 
bill 

Sincerely yours, 
WILLIAM J. KENNeEby, Chairman. 


(The follow ing letter was later received for the record :) 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT Boarp, 
Chicago, Il., February 4, 1954. 
Hon. H. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 


My Drar Mr. CHAIRMAN: In a letter dated August 27, 1953, and signed by its 
then Chairman, Mr. William J. Kennedy, the Railroad Retirement Board reported 
to your committee on H. R. 356, a bill “To amend the Railroad Retirement Act of 
1937, as amended,” which was passed by the House of Representatives on July 24, 
1953, and referred to your committee on July 25 (legislative day, July 6), 1953, 
for consideration. 

It will be impossible, because of prior official commitments, for me to be present 
on February 15 at the hearings on H. R. 356 and other proposals to amend the 
Railroad Retirement Act. and, as I was not a member of the Board at the time the 
report was submitted to your committee, I wish to take this opportunity to inform 
your committee that I concur in the Board’s report of August 27, 1953. 

It is my understanding that the other two members of the Board will be present 
he scheduled hearings. 

Sincerely yours, 





ut 


RAYMOND J. Ketiy, Chairman. 
[S. 1355, 88d Cong., 1st sess. ] 
4 BILL To amend the Railroad Retirement Act of 1937, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3 (b) of the Railroad Retirement 
Act of 1937, as amended, is hereby further amended, effective October 30, 1951, 


by striking the last paragraph thereof. 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOoarp, 
Chicago, Ill., May 6, 1953. 

Hon. H. ALEXANDER SMITH, 

Chairman, Committee on Labor and Public Welfare, 

United States Senate, Washington, D. C. 

FAR SENATOR SmitTuH: This is the report of the Railroad Retirement Board 
on the bill S. 1355. The bill proposes to repeal the last paragraph of section 
3 (b) of the Railroad Retirement Act of 1937, as amended, which provides 
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against the payment of dual benefits under the Railroad Retirement Act and 
the Social Security Act on the basis of the untaxed service before 1937. This 
paragraph provides that if an individual’s annuity is based to any extent on 
such untaxed service and he is, or on application would be, entitled also to a 
benefit under the Social Security Act, his annuity shall be reduced by that 
portion of it which is based on such untaxed service, or by the amount of his 
social-security benefit, whichever is less. 

The Board estimates that the repeal of this provision would add between 
ten and fifteen million dollars a year to the cost of the railroad-retirement system 
for a good many years to come. 

The 1951 amendments, which enacted this provision, also provided increases 
in benefits and added new benefits, but made no provision for increasing the 
tax rates to meet the added cost. In view of this, Congress considered other 
methods of providing funds for this purpose and adopted this provision, rather 
than a social-security type work clause which would have saved the railroad- 
retirement fund about $50 million a year but would have been more severe on 
beneficiaries than is the provision against dual benefits. There are about 270,000 
retired workers on the Board’s rolls and only about 30,000 of them are affected 
by this provision; the remaining 240,000 benefited from this provision because 
it helped to increase their benefits. In the Board’s opinion, the equities of 
about 240,000 retired railroad workers should not be overlooked in favor of al- 
lowing a windfall to about 30,000 in the form of dual benefits on the basis 
of the untaxed service before 1937. In this connection. the Senate Committee 
on Labor and Public Welfare (which revised the bill S. 1347, later enacted, 
substantially, as the amendments of October 30, 1951), said as follows: 

“* * * section 7 provides against duplication of credit for prior service. The 
amended Social Security Act is so weighted as, in effect, to give credit for 
service before 1937. In view of this, and since employees who now receive 
credit for service before 1937 have not paid any taxes with respect to such 
service, the sponsors of the bill deemed it appropriate to continue to give credit 
under the Railroad Retirement Act for prior services, but only if the employee 
does not also receive an old-age benefit under the Social Security Act.” (S. Rept. 
890, 82d Cong., 1st sess., p. 24.) 

Moreover, the average retirement age under the Railroad Retirement Act 
is now about 68. The repeal of the provision against dual benefits would en- 
courage earlier retirement from the railroad industry in order to build up 
retirement credits under the social-security system. And those retiring, say, 
at 65, or earlier, would be drawing annuities for 3 or more years longer than 
the great majority of career railroad workers who retire at the average age 
of 68. This would enable the minority to draw annuities for 3 years or more 
at the expense of the great majority. 

For all the foregoing reasons, the Board recommends that no favorable 
consideration be given to this bill. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission. 

Sincerely yours, 
Wir11aM J. Kennepy, Chairman. 





{S. 1776, 83d Cong., 1st sess.] 


A BILL To repeal those provisions of the Railroad Retirement Act of 1937 which reduce 
the amount of a railroad annuity or pension where the individual or his spouse is (or 
- proper application would be) entitled to certain insurance benefits under the Social 
Security Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the last paragraph of section 3 (b) 
of the Railroad Retirement Act of 1937, as amended (which paragraph provides 
for the reduction of annuities and pensions by reason of eligibility for old-age 
insurance benefits under the Social Security Act), is hereby repealed. 

Sec. 2. The third proviso in section 3 (e) of such Act (which proviso relates, 
in part, to the reduction of the spouse’s annuity by the amount of certain insur- 
ance benefits under the Social Security Act) is hereby amended to read as 
follows: “And provided further, That any spouse’s annuity shall be reduced 
by the amount of any annuity to which such spouse is entitled, or on proper 
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application would be entitled, under subsection (a) of this section or subsec- 
tion (d) of section 5 of this Act.” 

Sec. 3. This Act shall take effect with respect to benefits accruing under the 
Railroad Retirement Acts after October 31, 1951. 





UniTep STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago, Ill., July 14, 1958. 
Hon. H. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 

Dear Senator SMITH: This is a report on S. 1776, introduced in the Senate 
by Mr. Johnson on April 27, 1953, and referred to your committee for 
consideration. 

This bill would repeal those provisions of the Railroad Retirement Act of 1937 
which reduce the amount of a railroad annuity or pensions where the individual 
or his spouse is (or on proper application would be) entitled to certain insurance 
benefits under the Social Security Act. 

According to the fifth actuarial valuation of the railroad retirement system, 
the present cost of the benefits under the Railroad Retirement Act is 13.41 
percent of payroll. Since the total tax rate for the maintenance of the system 
is only 12.5 percent of payroll, there is now a deficiency in the system of .91 per- 
cent of payroll. The enactment of the bill here under consideration would 
increase very greatly the present cost of paying benefits under the Railroad 
Retirement Act because it provides for liberalization of benefits but does not 
provide for any additional revenue to meet the added cost of such liberalization. 
Such added cost would therefore increase the present deficiency. Regardless of 
other considerations, therefore, the Board, for that reason alone, recommends 
that no favorable consideration be given to S. 1776. 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until more experience in the 
administration of the Act as amended on October 30, 1951, by Public Law 234, 
Eighty-second Congress, first session, has been acquired. 

This report has been cleared with the Bureau of the Budget which informs 
us that there is no objection to its submission and that the Bureau itself, for 
the reasons stated herein, also recommends against favorable consideration of 
this bill. 

Sincerely yours, 
Writiam J. KENNEDY, Chairman. 





{S. 1911, 83d Cong., 1st sess.] 
A BILL To amend the Railroad Retirement Act of 1937, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Railroad 
Retirement Act Amendments of 1953” 


ELIGIBILITY FOR RETIREMENT 


Sec. 2. Paragraphs numbered 2 and 3 of section 2 (a) of the Railroad Retire- 
ment Act of 1937, as amended, are amended to read as follows: 
“2. Individuals who will have attained the age of sixty and will have 
completed thirty years of service. 
“3. Individuals who will have completed thirty-five years of service, 
without regard to age.” 


MONTHLY COMPENSATION FOR YEARS OF SERVICE BEFORE 1937 


Sec. 3. Section 3 (c) of such Act is amended to read as follows: 

“(c) The ‘monthly compensation’ shall be the average compensation paid to 
an employee with respect to calendar months included in his ‘years of service’, 
except that— 

“(1) with respect to service prior to January 1, 1937, he shall be credited 
with monthly compensation in an amount equal to the average compensation 
paid to him monthly for the five calendar years (consecutive or nonconsecu- 
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tive) included in his ‘years of service’ for each of which he received aggre- 
gate compensation exceeding that received by him for any other such calen- 
dar year; and 
“(2) the amount of compensation paid or attributable as paid to him with 
respect to each month of service before September 1941 as a station employee 
whose duties consisted of or included the carrying of passenger’s hand 
baggage and otherwise assisting passengers at passenger stations and whose 
remuneration for service to the employer was, in whole or in substantial 
part, in the form of tips, shall be the monthly average of the compensation 
paid to him as a station employee in his months of service in the period 
September 1940-August 1941, except that where service in the period Sep- 
tember 1940—-August 1941 in the judgment of the Board is insufficient to 
constitute a fair and equitable basis for determining the amount of com- 
pensation paid or attributable as paid to him in each month of service before 
September 1941, the Board shall determine the amount of such compensa 
tion for each such month in such manner as in its judgment shall be fair 
and equitable. 
In computing the monthly compensation, no part of any month’s compensation 
in excess of $300 shall be recognized.” 


FIFTEEN PER CENTUM INCREASE IN ANNUITIES AND PENSIONS, AND ALTERNATIVE 
METHOD OF COMPUTATION OF ANNUITIES 


Sec. 4. (a) Section 3 (a) of such Act is amended to read as follows: 

“Sec. 3. (a) Except as hereinafter provided, the annuity shall be computed 
by (1) multiplying an individual's ‘years of service’ by the following percentages 
of his ‘monthly compensation’: 2.76 per centum of the first $50; 2.07 per centum 
of the next $100; and 1.38 per centum of the next $150, and (2) increasing the 
product so obtained by 15 per centum. In the case of any individual who has 
completed thirty ‘years of service’ and who would receive a lower annuity under 
the preceding sentence, the annuity shall be a sum equal to 50 percentum of the 
average compensation paid to him monthly for the five calendar years (consecu- 
tive or nonconsecutive) included in his ‘years of service’ for each of which he 
received aggregate compensation exceeding that received by him for any other 
such calendar year.” 

(b) Section 6 (a) of such Act is amended by— 

(1) striking out the words “at the same rate as’ and inserting in lieu 
thereof the words “equal to 115 per centum of”; and 

(2) striking out the figure “$120” and inserting in lieu thereof the 
figure “$138”. 

(c) Bach annuity heretofore awarded under the Railroad Retirement Act of 
1935, each joint and survivor annuity heretofore awarded, and each survivor 
annuity derived from any joint and survivor annuity heretofore awarded, due 
in months following the month in which this Act is enacted is increased by 15 
per centum. 


ELIMINATION OF DUAL BENEFIT RESTRICTION 


Sec. 5. (a) The last paragraph of section 3 (b) of the Railroad Retirement 
Act of 1937, as amended (which paragraph provides for the reduction of annuities 
and pensions by reason of eligibility for old-age insurance benefits under the 
Social Security Act), is hereby repealed. 

(b) The third proviso in section 3 (e) of such Act (which proviso relates, in 
part, to the reduction of the spouse’s annuity by the amount of certain insurance 
benefits under the Social Security Act) is hereby amended to read as follows: 
“And provided further, That any spouse’s annuity shall be reduced by the amount 
of any annuity to which such spouse is entitled, or on proper application would 
be entitled, under subsection (a) of this section or subsection (d) of section 5 
of this Act”. 


EFFECTIVE DATES 


Sec. 6. (a) Sections 2-4, inclusive, of this Act shall be effective with respect 
to annuities and pensions accruing after the last day of the month in which this 
Act is enacted. The amendments made by section 5 of this Act shall be effective 
as of October 31, 1951. 

(b) All recertifications required by reason of any amendment made by this 
Act shall be made by the Railroad Retirement Board without application 
therefor. 
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UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago 11, IU., July 14, 1953. 
Hon. H. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 

DeaR SENATOR SMITH: This is a report on S. 1911, introduced in the Senate 
by Mr. Johnson on May 15, 1953, and referred to your committee for consideration, 

This bill would amend the Railroad Retirement Act of 1937 as follows: 

1. Full annuities would be payable after 35 years of service, regardless of age, 
or at age 60 after the completion of 30 years of service. 

2. In the computation of the average monthly compensation for service before 
1937, the present 1924-31 base period would be replaced by the 5 calendar years 
before 1937, consecutive or otherwise, included in the employee’s “years of serv- 
ice” and for which “he received aggregate compensation exceeding that received 
by him for any other such calendar year.” 

38. All employee annuities and pensions would be increased by 15 percent. 

4. A new minimum provision would apply in the cases of persons with 30 years 
of service. This minimum would equal 50 percent of the employee's average 
monthly compensation for the 5 calendar years, consecutive or otherwise, included 
in his total “years of service’ for which he “received aggregate compensation 
exceeding that received by him for any such calendar year.” 

5. The dual benefit restriction contained in the last paragraph of section 3 (b) 
of the act would be repealed. 

6. The present restriction in section 3 (e) of the act requiring the reduction 
of the spouse’s annuity by the amount of her insurance benefit under the Social 
Security Act would be repealed. 

The changes listed in items 1 to 4 above would become effective after the last 
day of the month of enactment into law of the bill; those in items 5 and 6 would 
be retroactively effective as of October 31, 1951. 

The combined employer and employee taxes for the support of the railroad 
retirement system amount to 12.5 percent of taxable payroll (a maximum of $300 
per month per employee). The fifth actuarial valuation of the assets and liabili- 
ties under the Railroad Retirement Act, recently issued, shows that the level cost 
of paying present benefits under the act is 13.41 percent of taxable payroll, indi- 
cating a present deficiency of .91 percent of payroll. 

We estimate the additional cost of paying benefits, should this bill be enacted, 
at 4.7 percent of payroll, or $235 million a year on an estimated annual payroll 
of $5 billion. This would increase the deficiency from the present .91 percent of 
payroll to 5.61 percent of payroll. 

Although there are many other reasons why the Board believes that this bill 
should not be enacted, the fact that the bill would provide no additional revenue 
to meet the substantial increase in the cost of paying benefits compels the Board, 
for that reason alone, to recommend that no favorable consideration be given to 
this bill. 

This report has been cleared with the Bureau of the Budget which informs us 
that there is no objection to its submission and that the Bureau itself, for the 
reasons stated herein, also recommends against favorable consideration of this 
bill, 

Sincerely yours, 
WILLIAM J. KENNEDY, Chairman. 


{S. 2178, 88d Cong., 1st sess.] 
A BILL To amend the Railroad Retirement Act of 1937, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3 (b) of the Railroad Retirement 
Act of 1937, as amended, is hereby further amended, effective October 30, 1951, 
by striking the last paragraph thereof. 

Sec. 2. In the case of any deceased individual whose death occurred before the 
first day of the first month following the month in which this Act is enacted, 
so much of any annuity or pension payment as is due such individual by reason 
of the enactment of the first section of this Act shall be paid only— 

(1) to the widow or widower of the deceased, if such widow or widower is 
living on such first day; or 
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(2) if there is no such widow or widower, to the child or children of the 
deceased if such child or children are living on such first day. 
For the purposes of this section, the terms “widow”, “widower”, and “child” 
have the same meanings as those assigned to such terms by section 5 (1) of the 
Railroad Retirement Act of 1937, as amended. 





UNtrep STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago, Ill., July 14, 1953. 
Hon. H. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 

Dear SENATOR SmiITH: This is a report on S. 2178, introduced in the Senate 
by Senator Bridges on June 23 (legislative day, June 8), 1953, and referred to 
your committee for consideration. 

The bill would strike out, effective October 30, 1951, the last paragraph of 
section 3 (b) of the Railroad Retirement Act of 1937, as amended by section 7 
of Public Law 234, Eighty-second Congress, first session, enacted October 30, 
1951. This paragraph provides as follows: 

“The retirement annuity or pension of an individual and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such indi- 
vidual is, or on proper application would be, entitled to an old-age insurance 
benefit under the Social Security Act, as follows: (i) in the case of the indi- 
vidual’s retirement annuity, by that portion of such annuity which is based on 
his years of service and compensation before 1937, or by the amount of such old- 
age insurance benefit, whichever is less; (ii) in the case of the individual’s pen- 
sion, by the amount of such old-age insurance benefit; and (iii) in the case of 
the spouse’s annuity, to one-half the individual’s retirement annuity or pension 
as reduced pursuant to clause (i) or clause (ii) of this paragraph: Provided, 
however, That, in the case of any individual receiving or entitled to receive an 
annuity or pension on the day prior to the date of enactment of this paragraph, 
the reductions required by this paragraph shall not operate to reduce the sum 
of (A) the retirement annuity or pension of the individual, (B) the spouse’s 
annuity, if any, and (C) the benefits under the Social Security Act which the 
individual and his family receive or are entitled to receive on the basis of his 
wages to an amount less than such sum was before the enactment of this 
paragraph.” 

The reason for this quoted paragraph is found in the report of the Senate 
Committee on Labor and Public Welfare (which revised the bill S. 1347, later 
enacted substantially as the amendments of October 30, 1951), as follows: 

“* * * section 7 provides against duplication of credit for prior service. The 
amended Social Security Act is so weighted as, in effect, to give credit for service 
before 1937. In view of this, and since employees who now receive credit for 
service before 1937 have not paid any taxes with respect to such service, the 
sponsors of the bill deemed it appropriate to continue to give credit under the 
Railroad Retirement Act for prior service, but only if the employee does not 
also receive an old-age benefit under the Social Security Act.” (S. Rept. 890, 
82d Cong., 1st sess., p. 24.) 

The savings to the railroad retirement system as a result of the above-quoted 
provision of the act have been estimated to be $11 million a year for the first 
10 years, $15 million a year for the next 10 years, $9 million a year for the third 
decade, $3 million a year for the next 10 years, and steadily decreasing 
amounts thereafter until the savings vanish, approximately in the year 2000. 
Thus, the estimated dollar savings in benefits would aggregate about $385 mil- 
lion. These estimated savings were taken into account in making the increases 
in various benefits provided by the 1951 amendments. 

For the reason set forth in the Senate committee report, previously quoted, 
and because the bill would provide no additional funds to meet the increased 
cost of paying benefits under the Railroad Retirement Act, the Board recom- 
ments that no favorable consideration be given to this bill. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission and that the Bureau itself, for 
the reasons stated herein, also recommends against favorable consideration of 
this bill. 

Sincerely yours, 


Wruram J. Kennepy, Chairman. 
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Senator Griswotp. Senator Smathers is not here. 
Representative Van Zandt, we will be happy to have you lead off 
in the hearings before the subcommittee. 


STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 


IN CONGRESS FROM THE 20TH DISTRICT OF THE STATE OF 
PENNSYLVANIA 


Mr. Van Zanprt. My name is James E. Van Zandt, Member of the 
House of Representatives from the 20th District of Pennsylvania. 

Mr. Chairman and members of the committee, I deeply appreciate 
the opportunity of appearing before you on behalf of my bill, H. R. 
356, which passed the House of Representatives last July. 

This bill which was introduced by me in the 82d Congress and which 
I reintroduced on January 3, 1953, is designed to repeal the restric- 
tions imposed by the 1951 amendments to the Railroad Retirement 
Act against the payment of dual benefits to retired railroad employees 
who have qualified for such benefits under the Railroad Retirement 
and Social Security Acts. 

By way of explanation, when the House was considering amend- 
ments to the Railroad Retirement Act in 1951, a similar provision to 
prohibit pipoen of dual benefits was defeated on the floor of the 
House. Later it was added by the conference committee, with the 
result that the day before Congress adjourned in the fall of 1951 it 
was either the question of accepting the conference report or lose the 
opportunity to liberalize the Railroad Retirement Act and to increase 
benefits. 

When the provision of the 1951 amendments prohibiting dual bene- 
fits was originally before the House, its advocates stated that it would 
save money for the railroad retirement fund and thereby help finance 
the additional expenditures necessary to pay the proposed 15-percent 
increase to the retired railroader, a monthly benefit to his spouse and 
3314 percent increase to widows and surviving children. 

In other words, the additional cost of the proposed 1951 amend- 
ments was to be borne in part by penalizing some 40,000 retired rail- 
road employees who met all the requirements of eligibility for earned 
benefits under the Railroad Retirement and Social Security Acts. 

When this provision was being debated on the floor of the House in 
1951, I strongly opposed it on the grounds that it was grossly unfair, 
highly discriminatory and that, sooner or later, Congress would have 
to recognize the injustice inflicted upon thousands of retired rail- 
roaders entitled to dual benefits. 

Since the enactment of this provision denying dual benefits, experi- 
ence has proved the truth of my assertion, because never in all my 
years of close contact with the thousands of active and retired rail- 
roaders who live in my congressional district have I received so much 
violent criticism as has resulted from the enactment of the provision in 
the 1951 amendments to the Railroad Retirement Act prohibiting 
the payment of dual benefits. 

In order to put this discussion in simple language and to empha- 
size the fact that there is a principle involved, let me illustrate the 
injustice and discrimination that have resulted from the application 
of this prohibition against dual benefits. 

43731—54—-2 
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Let us consider Mr. X, employed by the Pennsylvania Railroad 
Co. as a mechanic and who retired at the age of 65 after having met 
ll the requirements of the Railroad Retirement Act. 

After Mr. X’s application was duly processed by the Railroad Re- 
tirement Board and his eligibility established for retirement bene- 
tits, he received a letter from the chairman of the Railroad Retirement 
Board which read, in part, as follows: 

Based upon your application and the evidence of record, an annuity under 
the Railroad Retirement Act has been approved in your favor, payable during 
vour lifetime and in the monthly amount of $83.50. 

In addition, Mr. X received a certificate of annuity inscribed as 
follows: 

Having retired from employer service and otherwise qualified, you are en 
titled to receive an annuity as provided by and subject to the conditions of 
the Railroad Retirement Act. 

Mr. X. having adjusted himself to living on $83.50 monthly, which 
was increased, by the way, to $100.20 by the 1948 amendments to the 
Railroad Retirement Act, was approached during the early days of 
World War II by a private manufacturer, building equipment for 
the war effort, and asked to accept employment. The private manu 
facturer, gentlemen, received Mr. X’s name from the Railroad Re- 
tirement Board, which at that time was actively recruiting retired 
railroad employes for private industry as part of the great effort 
made in World War IF to fully utilize the manpower of our Nation. 

Mr. X, with the approval of the Railroad Retirement Board, ac- 
cepted employment with a private manufacturer and left his home 
to travel to a distant State. After working throughout the war and 
establishing his entitlement to earn social-security benefits by com 
plying with all provisions of the Social Security Act, he became elig- 
ible under the Social Security Act for a monthly benefit of $45.20. 

Therefore, Mr. X, as a retired employee of both a railroad and a 
private manufacturer, then held a contract with the Railroad Retire- 
ment Board entitling him to $100.20 monthly, payable during his 
lifetime. He also had a contract with the Social Security Admin- 
istration to receive for the remainder of his life monthly benefits of 
$45.20. These combined monthly benefits amounted to $145.40. 

Let me repeat, Mr. Chairman, again that Mr. X, as a retired em- 
ployee of a railroad and a private manufacturer, then held valid 
contracts with the Railroad Retirement Board and the Social Se- 
curity Administration guaranteeing him specified monthly benefits 
for the remainder of his life. 

In the fall of 1951, Congress amended the Railroad Retirement 
Act effective October 30, 1952, to provide a 15-percent increase to all 
annuitants, with the result that Mr. X was then eligible to receive 
$115.24 from the Railroad Retirement Board. 

In addition to the amendments that increased benefits by 15 percent 
and otherwise liberalized the law, Congress also approved the so- 
called dual benefit amendment providing that the retired railroad 
employees who were drawing benefits based on service prior to 1937 
should have their benefits reduced by the amount of the social-security 
benefit they were receiving. : 

In the case of Mr. X, as previously mentioned, he was receiving 
monthly benefits from the Railroad Retirement Board of $115.24 plus 
$45.20 monthly from social security. 
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Because of the 1951 amendment denying dual benefits and the fact 
that Mr. X had service prior to 1937, the Railroad Retirement Board 
deducted from his $115.24 the $45.20 he was getting from social secu- 
rity, this leaving him a monthly benefit of $70.04 from the Railroad 
Retirement Board. 

In other words, Mr. X instead of receiving a combined monthly 
benefit of $160.44, to which he was entitled, was penalized by having 
the $45.20 he was receiving from the social security deducted from 
his railroad-retirement annuity of $115.24, leaving him a monthly 
railroad-retirement annuity of $70.04, 

Asa result of this transaction, the Railroad Retirement Board saved 
“45.20 monthly at the expense of Mr. X, and since there are about 
10,000 other Mr. X’s in the same category, it is proper to say that this 
group of retired railroaders was singled out by Congress and made to 
hear the cost of the other 1951 amendments to the Railroad Retirement 
Act. 

Let me add that this highhanded and discriminatory method of 
‘inancing the 1951 amendments was used as an excuse that such action 
would eliminate the necessity of increasing payroll taxes. 

In plain words, Mr. Chairman, when Mr. X retired from the Penn 
syivania Railroad, he had a contract with the Railroad Retirement 
Board that said: “During your lifetime you will receive a monthly 
amount of $83.50.” 

In the fall of 1951, when Congress approved the amendment to the 
Railroad Retirement Act prohibiting dual benefits, it arbitrarily 
altered the contract that Mr. X had with the Railroad Retirement 
Board, and it did so without his knowledge or consent. Therefore, 
instead of receiving the $83.50 stipulated in his contract with the 
Railroad Retirement Board, together with the increase to $100.20 
under the 1948 amendments to the Railroad Retirement Act, his life 
time annuity was reduced to $70.04. 

Many of you will recall that during the 82d Congress earned social- 
security benefits were increased on an average of $5 monthly. In the 
case of Mr. X, his $45.20 monthly benefit under the Social Security 
Act was, therefore, increased to $50.20. However, the $5 increase to 
which Mr. X was entitled under the Social Security Act was deducted 
from the $70.04 revised annuity he was receiving from the Railroad 
Retirement Board. 

In other words, Mr. X was the victim of another violation of a 
contract, and instead of receiving $83.50 guaranteed to him for his 
lifetime, plus the increase to $100.20 under the 1948 amendments to 
the Railroad Retirement Act, it is now whittled down to $65.04. 

Let me add that every time Congress increases social-security bene- 
fits the amount of the increase will be deducted from Mr. X’s railroad- 
retirement annuity. 

Mr. Chairman, I am not worried about the cost of repealing the 
amendment prohibiting dual benefits as provided for in my bill H. R. 
356. My sole concern is the principle involved—and I repeat—the 
principle involved. 

As I mentioned in the beginning of my remarks, when Congress 
adopted the provision in the 1951 amendments to the Railroad Re- 
tirement Act prohibiting dual benefits to those entitled to them, it 
abrogated a contract that some 40,000 retired railroad employees had 
with the Railroad Retirement Board. 
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Mr. Chairman, according to the Railroad Retirement Board, the 
cost of H. R. 356 will be $385 million or in payroll tax, an increase of 
fifteen one-hundredths of 1 percent. 

In this connection, let me point out that the balance in the railroad 
retirement fund in May 1952 was $2,776,005,917. At the end of May 
1953 the balance in the retirement fund was $3,052,716,320, which 
means in the period of 12 months the fund increased $276,710,403. 

In the hearings of March 2, 1953, before the House Committee 
on Interstate and Foreign Commerce concerning the railroad retire- 
ment fund, Mr. Matscheck, an actuary employed by the Railroad 
Retirement Board, had this to say when asked about the annual in- 
crease of the railroad retirement fund over expenditures : 

As I tried to explain for many years—10, 15, or 20 years—there will be col- 
lections in excess of expenditures. Thereafter, there will be expenditures for 
benefit payments which will be exceeded by the amount of taxes collected, but 
the interest on the reserve account will make up that shortage. 

When Mr. Matscheck was asked how far ahead he was looking 
when he said there will be expenditures for benefit payments which 
will exceed the amount of taxes collected but the interest on the re- 
serve account would make up the shortage, he replied : 

Indefinitely, or to use the actuary’s expression “in perpetuity,’ 
most as long as 150 or 200 years. 

At the same hearings, Mr. Horace W. Harper, member of the Rail- 
road Retirement Board, when speaking about the disparity between 
the income of 1214 percent which is derived from payroll taxes and 
the figure of 14.1 percent which represented the amount of the antici- 
pated payroll tax, said: 


’ 


meaning al- 


We found ourselves willing to take that sort of a disparity because it was 
small enough to offer no immediate danger to the fund. 

In answer to another question as to the current soundness of the 
fund, Mr. Harper replied : 

It is so regarded, so much so that there is no real danger implicit in the 
continuance for a period. The difference between 14.1 percent and 12.5 percent is 
not substantial enough to offer any threat to the solvency of the fund for a 
number of years. 

If Mr. Matscheck, who is an actuarial expert, and Mr. Harper, who 
is a member of the Railroad Retirement Board, had no fear of the 
disparity between 12.5 percent and 14.1 percent, I cannot understand 
the anxiety of opponents to this bill who are crying that the $385 
million estimated to be the cost of this bill will wreck the railroad 
retirement fund. 

To further alleviate the fears of the opposition, I would like to call 
to your attention the following statement, appearing on page 15 of the 
fifth actuarial evaluation of the retirement fund released by the Rail- 
road Retirement Board April 1953: 

Subject to the assumptions upon which the valuation was based, the cost cal- 
culations show that the level tax rate required after 1951 to finance adequately 
the benefits of the railroad retirement system should be 13.41 percent of taxable 
payroll. Since the effective rate of the existing tax schedule is about 12% per- 
cent, a deficiency of 0.9 percent of payroll is indicated. 

Mr. Chairman, if the Fifth Actuarial Report reveals that 13.41 per- 
cent of taxable payroll is necessary to finance the Railroad Retirement 
Act and the cost of H. R. 356 is fifteen one-hundredths of 1 percent, 
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by adding it to the 13.41 percent we have the figure of 13.56 percent, 
which is less than the or iginal estimate of 14.1 percent mentioned by 
Mr. Matscheck and Mr. Harper. 

Therefore, since Mr. Matscheck and Mr. Harper both took the posi- 
tion that there is no real danger in the disparity between 12.5 percent 
and 14.1 percent, how can the cost of H. R. 356, in any manner, affect 
the solvency of the retirement fund ? 

Mr. Chairman, I would like to take issue with the spokesman for the 
opponents of H. R. 356 when they said that 80 percent of the railroad 
employees who pay half of the taxes for the support of the railroad 
retirement system are opposed to this bill. 

A check of the Interstate Commerce Commission form M-300 for 
March of 1953 reveals that 1,286,614 persons were employed by the 
class I railroads of the United States. 

According to the Interstate Commerce Commission, as of the middle 
of March 1953, the employees engaged in transportation, such as train 
and engine service, constitute 20.85 percent of the total number of 
railroad employees. This group composed of enginemen and train- 
men, from the standpoint of organized labor, are represented by the 
Brotherhood of Locomotive Engineers, the Brotherhood of Locomotive 
Firemen & Enginemen, the Order of Railway Conductors, and the 
Brotherhood of Railroad Trainmen. In a few words, they are known 
in the railway labor circles as the operating groups commonly called 
the OPS and this group is unanimous in its support of H. R. 356. 

The nonoperating groups known as the NON-OPS are represented 
by the Railway Labor Executives’ Association, a combination of 
unions representing various classes of employees such as machinists, 
boilermakers, telegraphers, clerks, oilers, signalmen, freight handlers, 
and so forth. These unions are reported to be opposed to the enact- 
ment of H. R. 356. 

Mr. Chairman, to contradict the report that the NON-OPS are 
unanimously opposed to H. R. 356, I should like to read the following 
telegram from Mr. A. J. Hayes, international president of the Inter- 
national Association of Machinists, one of the organizations affiliated 
with the Railway Labor Executives’ Association that was sent to me 
last July and I understand they have not changed their position. The 
telegram, which is addressed to me, reads as follows: 

The International Association of Machinists is a labor organization of over 
800,000 members which represents machinists, machinist helpers, and apprentices 
on every railway carrier in this country. After a study and consideration, it 
wholeheartedly supports the enactment of H. R. 356, which has as its purpose 
the repeal of the provision which at the present denies dual-benefit provision 
under our retirement laws. 

A. J. HAYEs, 
International President. 

It must be recognized that the International Association of Ma- 
chinists represents not alone railway machinists and their helpers, 
but those outside the railway industry. From a dependable source, I 
am told that the International Association of Machinists have 80,000 
members employed on the railroads of America as machinists, helpers, 
and apprentices. 

T should like also to read another telegram I received last July from 
Mr. Robert Oliver, assistant to the president and coordinator of legis- 
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lative activities, Congress of Industrial Organizations, commonly 
known asthe CIO. The telegram reads as follows: 

Today many workers earn and pay for benefits under the Railroad Act and the 
Social Security Act. When this happens, they are not permitted to collect both 
benefits. This is because part of section 3 (b) of the Railroad Retirement Act 
prevents the payment of so-called dual benefits. H. R. 356 would amend the 
Railroad Retirement Act to permit workers to collect their earned benefits. 

On behalf of the millions and thousands of members in CIO unions on ships, 
ferryboats, maintenance of ways and yards, we endorse H, Rh. 356 and urge its 
speedy adoption 

ROBERT OLIVER, 
issistant to the President and Coordinator of Legislative Activities, 
Congress Of Industrial Organizations. 

Your attention is called to the fact that the CIO is spe “aking for 
crafts employed in the railroad industry which includes er nployees on 
ferryboats, car floats, maintenance- ‘of-way, boilermarkers, car- 
builders, and many other crafts employed in the railroad shops and 
roundhouses. The CIO attained the right to speak for these em 
p! oyees covered by the Railroad Retirement Act as a result of em- 
ployee elections held under the Railway aot Act. The CIO has not 

changed its attitude in support of H. R. 356. 

I received another telegram last July is Mr. David J. McDonald, 
president, United Steelworkers of America, which reads as follows: 

In behalf of more than 10,000 steelworkers who are employed in and about 
the properties of the steel companies on connecting railroads, we urge your 
support of H. R. 356. 

Davip J. McDONALD, 
President, United Steelworkers of America. 

The United Steelworkers of America, Mr. Chairman, have not 
changed their attitude in supporting H. R. 356. 

Another telegram was received from Mr. Culbert Bowen, president 
of the Railway Patrolmen’s International Union, A. F. of L., who 
represents the patrolmen and police on the railroads of the Nation. 
Mr. Bowen’s telegram reads as follows: 

The Railway Patrolmen’s International Union, A. F. of L., representing patrol- 
men and police on all the railroads, wholeheartedly supports the action of your 
bill, H. R. 356, to repeal the unfair provisions of section 3 (b) of the Railroad 
Retirement Act which does deny railroad workers the pensions they are entitled 
to if they have earned social-security benefits in other employment. 

CULBERT BoweEN, President. 

Mr. Chairman, at this point it is pertinent to state that the records 
of the Interstate Commerce Commission disclose that some 350,000 
employees of the railroads, such as executives and officials, profes- 
sional and subprofessional assistants, supervisory officers, roadmas- 
ters, general foremen, and so forth, do not belong to labor organiza- 
tions and, therefore, have not expressed themselves regarding H. R. 
356. 

When taking into consideration that Members of Congress have 
received no mail in opposition to H. R. 356 and the fact that the 


operating brotherhoods, the International Association of Mac hinists, 


the United Steelworkers of America, the CIO and other labor organi- 
zations heartily support H. R. 356, I say in all fairness that the 
statement to the effect that 80 percent of all railroad e mployees oppose 
this legislation, should be taken with a grain of salt. 
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Mr. Chairman, H. R. 356 was passed by the House of Representa- 
tives almost unanimously. When the debate began I would not have 
given a nickel for the chances of it being ap proved, but after a full 
expl: ination of the principle involved, opposition withered, and it com- 
pletely withered away. 

Mr. Chairman, I come from a railroad district and am a railroad 
man myself. My grandfather and my father were railroad employees. 
My neighbors in my home town of Altoona, Pa., are all railroad em- 
ployees. 

Therefore, rubbing elbows almost daily with railroad employees 
and their families, I can assure you that they are for H. R. 356 because 
they want the Railroad Retirement Act to remain as it was originally 
intended—separate and distinct at all times from social security. 

It is my sincere hope, Mr. Chairman, that H. R. 356, which has 
been passed by the House, will be approved by this committee and the 
Senate, thus enabling Congress to redeem itself for breaking faith 
with thousands of retired railroad employees. 

Senator Griswoip. Mr. Van Zandt, you may have covered this in 
your statement, but I would like to ask you how many people are now 
drawing retirement benefits from the Railroad Retirement Act? 

Mr. Van Zanvr. From the Railroad Retirement Board 

Senator Griswo.p. Yes. 

Mr. Van Zanpr. According to the February 1954 issue of the 
Monthly Review published by the Railroad Retirement Board, 286,000 
retired railroaders are drawing benefits from the Railroad Retirement 
Board. 

Senator Griswoip. What percentage of those are affected by these 
dual-benefit provisions ? 

Mr. Van Zanprt. According to the Railroad Retirement Board there 
are nearly 40,000 affected by the dual-benefit provisions of the 1951 
amendments. 

Senator Griswoip. Forty thousand. 

Are most of those 40,000 men from what they call the train service 
brotherhoods ? 

Mr. Van Zanpvr. Not necessarily. I think you will find they em- 
brace all railroad occupations. 

Senator GriswoLp. Most of the men are from a group which, after 
retiring from the railroad, then took some job that made them eligible 
for social security benefits ? 

Mr. Van Zanpr. They are all from that group. 

These men were employed in the railroad industry prior to 1937 
when the Railroad Retirement Act became effective. Some retired 
immediately and others as the years went by and after they met the 
requirements of the Railroad Retirement Act. 

Then came World War II at which time the Railroad Retirement 
Board set itself up as an employment agency, after which they called 
these people in and said, “Now, industry is in need of your ability, 
your efforts,” and they were encouraged to take a job in private indus- 
try, which they did. Thus they worked in private industry for the 
duration of World War II. At the end of the war their services were 
terminated and they found themselves eligible for earned social 
security benefits since they met all the requirements of the Social 
Security Act. Therefore, they were not only retired under the provi- 
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sions of the Railroad Retirement Act, but they were likewise eligible 
for earned benefits under the Social Security Act. 

Senator Griswoip. Now, I want to ask you a little about the history 
of the passage of the act in 1951. 

What was the number of that bill that finally was adopted in the 
conference committee ? 

Mr. Van Zanpr. The bill was H. R. 3669, as amended, and it became 
Public Law 234, 82d Congress. 

Senator Griswoip. That passed the House first, and then was com- 
pletely rewritten in the Senate, and then went to conference at the 
time. 

Mr. Van Zanprt. The following explanation may answer your ques- 
tion. 

There were several bills introduced in the House of Representatives. 
One bill, which was known as the Crosser bill, contained many amend- 
ments to the Railroad Retirement Act, including the so-called pro- 
hibition against dual benefits. When the Crosser bill reached the floor 
of the House, a bill known as the Hall bill and providing only for an 
across the board increase in benefits, was substituted for the Crosser 
bill and passed by the House. The Hall bill as passed by the House 
did not contain the prohibition against dual benefits. 

The bill went to the Senate. where it was amended to include many 
provisions of the so-called Crosser bill, including the prohibition 
against dual benefits. It passed the Senate and went to a conference 
committee, where the prohibition against dual benefits was retained. 

Senator Griswoip. And in the Senate they put in this prohibition? 

Mr. Van Zanprt. That is correct. 

Senator GriswoLp. That is the history I wanted to bring out. 

Mr. Van Zanprt. That is the bill’s historv as I stated it. 

Senator Griswotp. So, as it passed the House it had no prohibition 
against these dual benefits? 

Mr. Van Zanprt. That is correct. 

Senator Grisworip. The Senate put that in, and in conference it was 
kept in the bill? 

Mr. Van Zanpr. That is correct. 

Senator GriswoLp. Senator Murray, do you have any questions? 

Senator Murray. No. 

I am greatly impressed by Congressman Van Zandt’s statement. 

I don’t have any questions. 

Senator GriswoLp. Senator Cooper. 

Senator Cooper. I have been impressed with Congressman Van 
Zandt’s statement. I know of the long and faithful work he has given 
to this bill. 

On page 16 of the minority report it is stated that there are 450,000 
individuals now receiving benefits under the retirement system and 
about 30,000 would be benefited by this bill. 

Mr. Van Zanpr. At that time 30,000 was estimated, Senator, but 
according to a later estimate by the Railroad Retirement Board it is 
now nearly 40,000. 

Senator Coorrer. Your testimony and the reports are directed to the 
status of some 38,000 workers who have already acquired rights under 
the social-security system. Is it true that the bill would also make 
eligible for social-security benefits other retired workers if they should 
secure employment ? 


Seen need 
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Mr. Van Zanprt. The prohibition against dual benefits applies only 
to employees that had service prior to 1937, and according to the Rail- 
road Retirement Board the total number of them is in the neighbor- 
hood of 40,000. 

Senator Coorrr. The point I make is the 38,000 might grow larger 
in number throughout the years. 

Mr. Van Zanprt. It cannot become a very large number, Senator, 
because only employees with service prior to 1937 are affected. 

Senator Coorgr. Yes. 

Mr. Van Zanpr. Employees in this category have either retired or 
nearing retirement age. 

_ Senator Cooper. I know that, but it is possible the number may 
increase. 

Mr. Van Zanpt. It is possible, Senator, but the estimate the Retire- 
ment Board gave us of $385 million as the cost of my amendment 
takes into consideration these yearly increases. 

Senator Coorrr. Is there any opposition from those who participate 
in the railroad retirement system to this bill ? 

Mr. Van Zanpr. I think on a percentage basis that I have the largest 
railroad population of any congressional district in the United States. 
T have not yet received one letter in opposition to H. R. 356. 

Senator Cooper. It has been said that the nonoperating groups— 
I know you covered that in your testimonv—oppose this bill. 

Mr. Van Zanpr. Yes; they did oppose H. R. 356 in the House. 

Senator Coorrr. I think that is all. 

Senator Griswoip. To bring up the point of how the number 
raight increase or decrease, I think the testimony before the House 
Committee shows there will be nobody drawing dual benefits in about 
50 years. 

Mr. Van Zanpvr. That is correct. 

Senator Griswo.p. So, it gradually phases out. 

Mr. Van Zanpvr. That is correct, because if you were working for 
the railroad industry prior to ’387 you are getting close to the retire- 
ment age. 

Senator Griswoxp. Yes. 

Senator Hill. 

Senator Griswotp. Do I understand, Congressman, anyone who 
enters the railroad service or has entered the railroad service since ’37 
does not come under this denial of dual benefits? 

Mr. Van Zanpvt. That is correct. 

Senator Hitt. Do you have that summation of the additional bene- 
fits that were contained in the act of 1951 ? 

Mr. Van Zanpvt. The 1951 amendments provided an across the 
board increase of 15 percent in benefits; established spouse benefits; 
3314 percent increase in survivors benefits and the prohibition 
against dual benefits which my bill H. R. 356 will repeal. 

Senator Griswotp. That is all. 

Senator Hi. That is all. 

Senator Griswoip. Senator Upton. 

Senator Upron. No questions, Mr. Chairman. 

Senator Griswoxp. I think that is all. 

Thank you very much. 

Mr. Van Zanpr. Thank you. 

Senator Griswotp. Senator Smathers. 
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STATEMENT OF HON. GEORGE A. SMATHERS, A UNITED STATES 
SENATOR FROM THE STATE OF FLORIDA 


Senator Smatruers. Thank you, Mr. Chairman. 

I think the clerk has supplied each member of the subcommittee 
with a copy of my statement. It is very brief. 

I might say the bill which has been introduced in the Senate as 
Senate bill 1355 is identical to a bill introduced by Congressman Van 
Zandt over in the House, except for section 2, which has been added by 
the House Committee on Interstate and Foreign Commerce. What 
that provision does is to permit the widow or the children to get the 
wet it in the event the principal insured has become deceased. 

Senator Griswotp. Do you have any objection to the committee 
amendment ¢ 

Senator Smaruers. None at all. I think it is a good amendment, 
Mr. Chairman. 

Senator Hix. You are the author of Senate bill 1355? 

Senator Smatuers. Yes, sir. 

| am grateful for the opportunity to appear before this subcom- 
mittee in support of S. 1355, which, if enacted into law, would repeal 
retroactively to October 30, 1951, the provisions contained in the last 
paragraph of section 3 (b) of the Railroad Retirement Act of 1937, 
us amended, otherwise known as the so-called dual-benefit or social- 

security offset provisions. 

The reason these dual-benefit provisions should be repealed is be- 
cause they are discriminatory and manifestly unfair to about 38,000 
retired railroad workers, who found it necessary to continue to work 
after they completed their service within the railroad industry. The 
number of retired railroad workers who find it necessary to obtain 
additional employment subsequent to their railroad employment will 
increase as time goes on. 

Faced with financial problems caused by inflation and the ever- 
rising cost of living, these retired railroad workers had to go out 
and acquire additional income in order to maintain anything close to 
a decent standard of living. They went into various occupations. 

During the war years, when there was a shortage of manpower, 
many of the retired railroad workers went into gainful employment 
outside the railroad industry for purely patriotic reasons. Many 
others a and obtained employment outside of the railroad indus- 
try either because physical disabilities made it impossible for them 
to continue employment in such industry or because such industry 
found it necessary to make reductions in force. 

As a result of such outside employment these retired railroad work- 
ers became eligible for benefits under the Social Security Act. They 
believed, and rightly so, that by such outside employment they would 
not in any way endanger the benefits which they felt they were 
entitled to receive under the Railroad Retirement Act. 

These retired railroad workers felt assured that the amount of their 
annuities were fixed for the remaining years of their lives and would 
not and could not be reduced. As a matter of fact, I am reliably in- 
formed that it had been the practice of the Railroad Retirement Board 
to issue a letter and certificate notifying each retired railroad worker 
of the amount of monthly payments that he was entitled to receive 
under the railroad retirement system during his lifetime. 
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I am sure this subcommittee will agree that these retired railroad 
workers had every right to rely on such a commitment. 

In 1951 when the Congress saw fit to adopt what has become known 
as the dual-benefit provisions, these retired railroad workers were 
surprised and shocked to discover that in actual operation it resulted 
in reducing their annuity under the Railroad Retirement Act previ- 
ously earned and paid for from their earnings. 

The dual-benefit provision uncloaked turned out in fact to be a 
dual-penalty provision in that these retired railroad workers were 
penalized for having engaged in gainful employment necessary to 
maintain a decent standard of living for themselves and their families. 
They also found themselves penalized for having made a contribution 
to the welfare of this Nation as the result of making maximum use 
of their skills and services in our expanding economy. 

As this committee knows, the provisions sought to be repealed re- 
quire that the railroad retirement annuity or pension earned by a 
retired railroad worker, as well as the annuity granted to his wife, 
be reduced if that individual railroad worker had service with the 
railroad prior to 1937, and is either receiving or entitled to receive 
benefits under the Social Security Act as a result of subsequent em- 
ployment outside the railroad industry. 

The amount of reduction made in the case of an annuity is equal 
to that portion of his annuity which is based upon years of service 
prior to 1937, or the amount of social-security benefit received or en- 
titled to be received, whichever is the smaller. 

The reduction made in pensions, as distinguished from annuities, 
is equal to that amount of the social-security benefit received or which 
the worker is entitled to receive. 

A wife’s annuity is reduced to one-half of the amount of the annuity 
or pension that her husband received under the Railro: ad Retirement 
Act, after reduction resulting from the dual-benefit provisions adopted 
in 1951. 

Under the 1951 dual-benefit provisions, a retired railroad worker 
who, by reason of outside employment, becomes eligible to receive 
social-security benefits has his railroad retirement annuity reduced 
regardless of whether he applies for his social-security benefits or 
not. These reductions are made despite the fact that the railroad 
worker paid all taxes required under both systems. 

To my knowledge, no other retirement system exists where benefits 
once earned and fixed can thereafter be changed. Nor, to my knowl- 
edge, is there any other retirement system in existence which authorizes 
reductions of benefits because of a beneficiary subsequently becoming 
entitled to benefits under another retirement system. 

Federal retirement systems have no such provisions. Under the 

Civil Service Retirement Act, for example, it is permissible for a 
retired Federal employee to draw social-security benefits which he 
may be entitled to receive without suffering any reductions in his 
civil service retirement annuities. Large numbers of retired Federal 
employees are and will in the future be eligible for benefits under 
social security and will not have their civil service retirement annuities 
reduced. This is also true of individuals who retire from the armed 
services and the Federal judiciary. 

There is no sound reason why retired railroad workers should be 
placed in any different category. 
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A fixed basic formula is necessary for the maintenance of a retire- 
ment system, and I feel strongly that it never was the intention of 
the Congress to ae any more restrictive conditions on annuities or 
pensions received under the Railroad Retirement Act than are placed 
on other retirement systems. ; 

While I make no pretension of being an expert on railroad retire- 
ment legislation, it appears clear that the dual-benefit provisions are 
manifestly inequitable, unjust, and discriminatory to retired railroad 
workers and their families. 

I am reliably informed that the cost of repeal is relatively small, 
amounting to an estimated increase of fifteen one-hundredths percent 
of the taxable payroll. 

To put that in another form, Mr. Chairman, I think it has been 
said that it would cost about $714 million annually if this provision 
were repealed. In terms of a level percentage payroll, it is small. 

This small cost of repeal will in no way impair the financial stabil- 
ity of the railroad retirement fund, which today totals some $314 
billion. It will rectify the grave injustices done to thousands of 
railroad workers and their families, and will restore the faith of 
these individuals in the railroad retirement system. 

I sincerely hope that this subcommittee will render its support 
to bring about the repeal of the inequitable and discriminatory dual- 
benefit ae and report favorably this proposed legislation. 

Mr. Chairman, I have here some letters. I shall not read all of 
them. They come from various retired railroad workers in the State 
of Florida. I would like to read the first two, and then I would like 
to submit several of them to be a part of the record. 

The first one reads: 

Dear SENATOR SMATHERS: This letter is written to urge your support of House 
Resolution 356; which I have been advised has already passed the House of 
Representatives, now pending before the Senate. 

The reduction provided in the 1951 amendment to the Railroad Retirement 
Act by the Social Security Act have disturbed many of we retired railroad 
employees. 

When we left the railroad service, we were given to understand we would 
receive an annuity of a specified amount, but now we find if we supplement the 
annuity by social-security employment our railroad annuity is reduced when we 
become entitled to social security on application, even though we do not receive 
any social-security benefits. 

This creates in the minds of many the lack of confidence in the promise of 
our Government. It makes us fear that our reduced annuity may at some time 
in the future, when most needed, be further reduced. 

Employees in other occupations who receive pensions do not have their pen- 
sions cut when eligible for social security, but railroad employees are affected. 

A large number of railroad employees contemplating their retirement are al- 
ready deeply concerned over these reductions. 

We hope you will feel justified in using your influence to repeal this dual- 
benefit provision when the bill reaches the Senate for a vote. 


Here is another letter which comes from St. Petersburg: 


I am writing to you for some information in regard to my railroad retirement 
and social-security retirement. 
I retired on June 15, 1950, after 50 years of railroad service, on a pension 


of $96.40. I was also drawing a social-security pension of $23.60. 

In 1951 the railroad-retirement pension was increased by 15 percent, but the 
Railroad Retirement Board informed me I was not entitled to the increase 
because I was drawing a social-security pension. 

Now, they increased my social-security pension by $5, but they also decreased 
my railroad retirement check by $5. 
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When I retired in 1950 under the Railroad Retirement Act, it had not been 
put under the Social Security Board and, as I contributed to the Railroad Re- 
tirement Act for a number of year until I retired, I do not see now why they 
should reduce my pension. 

Will you please let me know if they are interpreting the law correctly; and, 
if so, will you please try to do something to help people like me on small pensions? 

We, too, have to meet the high cost of living. 


I have a number of letters similar to these two, but I do not wish 
to burden the committee by reading them and I would like to submit 
several of them to be miele a part of the record. 

Senator Griswoip. Without objection, they will be entered in the 
record. 

(The letters submitted by Senator Smathers are as follows:) 


MraMt1, FLA., January 10, 1954. 
Hon. Grorce SMATHERS, 
Washington, D. C. 


Dear SENATOR SMATHERS: This letter is written to urge your support of 
H. R. 356 which I have been advised has already passed the House of Repre- 
senttaives and has been referred to the Senate Committee on Interstate and 
Foreign Commerce. 

The reductions provided in the 1951 amendment to the Railroad Retirement 
Act by the Social Security Act have disturbed many retired railroad employees. 

When we left railroad service we were given to understand we would receive 
an annuity of a specified amount. But now we find that if we supplement the 
annuity by social security employment our railroad annuity is reduced when 
we become entitled to social security on application even though we do not 
receive any social security benefits. 

This creates in the minds of many the lack of confidence in the promise 
of our Government and makes us fear that our reduced annuity may at some 
time in the future when most needed be reduced more. 

Employees in other occupations who received pensions do not have their 
pensions cut when eligible for social security, but railroad employes are affected. 
A large number of railroad employes contemplating their retirement are already 
deeply concerned over these reductions. 

Senator Smathers, we hope that you will feel justified in using your influence 
to repeal this dual benefit provision when the bill reaches the Senate for vote. 

Yours very truly, 
W. G. CROWE. 


St. PeTerRssure, Fia., October 6, 1952. 
Hon. Grorce SMATHERS, 
Washington, D. C. 


Dear SENATOR: I am writing to you for some information in regard to my 
railroad retirement and social security retirement. 

I retired on June 15, 1950, after 50 years of railroad service on a pension of 
$96.40. I was also drawing a social security pension of $23.60. 

In 1951 the railroad retirement pension was increased by 15 percent, but the 
Railroad Retirement Board informed me I was not entitled to same because I was 
drawing a social security pension. 

Now they increased my social security pension by $5 but they also decreased 
my railroad retirement check by $5. 

When I retired in 1950 under the Railroad Retirement Act it had not been 
put under the Social Security Board and as I contributed to the Railroad Re- 
tirement Act for the number of years until I retired I do not see why they 
should reduce my pension. 

Will you please let me know if they are interpreting the law correctly. If 
so, would you please try and do something to help people like myself on small 
pensions? We, too, have to meet the high cost of living. 

Very truly yours, 
C. M. Burerss. 
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GULFPORT, F1A., September 9, 1952. 
Senator Greorce SMATHERS, 
Washington, D. 

Dear Str: I am writing you in hopes that you can help me and if not able to 
help at least clarify the condition that exists. 

I am retired railroad machine shop foreman from the R. F. and P. Railroad 
in Virginia. I retired in 1945 and have been living in Florida since that time 
I receive a railroad pension. 

After retiring I found I had time on my hands and secured a light job from 
which I paid social security. I stopped work entirely after 5 years and started 
drawing social security benefits 

This is what I want to know. How can the Government withhold a raise 
granted all railroad pensioners?’ I paid for that pension out of my own pocket. 

The same applies to social security. They are separate and apart in my 
opinion. 

How can they say some can get an increase and some cannot when it all comes 
from the same source? 

In reading the explanation sent out by the Retirement Board the only con- 
clusion I can get is that in order to do this the way it has been done they 
tacked an amendment on to the original law to cover this unjust ruling. 

I will appreciate any help you can give me on this problem. 

EpGar H, FEATHER. 


JACKSONVILLE, Fia., May 6, 1953 
Hon. GeorGe A, SMATHERS, 
Senate Office Building, Washington, D. C. 

My Dear Senator SMATHERS: In further reference to your letter of March 
24, 1953, I am enclosing three letters relating to my railroad retirement which 
I feel will give you and the committee some further insight into what does hap- 
pen as a result of the reduction provision of the 1951 act as amended. 

Needless to Say, when I planned my retirement I did not expect to have either 
pension plan reduced. 

It would have been most impracticable to have retired with any thought of 
a reduction in face of the cost of living, but I did retire and the reduction is 
working a hardship. 

It seems to me that your bill does make amends for unforeseen circumstances 
and I trust that the enclosed letters will be the means of convincing the com- 
mittee of the necessity of your law. I will appreciate your returning the letters 
to me 

I would like for you te act as my agent in matters pertaining to my railroad 
retirement and would appreciate being informed as to the progress of 8S. 1355 at 
all times and what I may do to speed the enactment to law. 

Trusting to hear from you from time to time 

Respectfully yours, 
McKeen M. McCatt. 

Senator Smaruers. Mr. Chairman, that is the end of my statement. 

Senator GriswoLp. Senator Smathers, in your statement you dif- 
ferentiate between pensions and annuities. Will you explain that ? 

Senator Smaruers. The annuity is where the worker and the rail- 
road industry have both contributed. 

The pension is where they are entitled to certain benefits, under the 
original Railroad Retirement Act, but have not actually contributed 
any money. 

Senator Griswotp. They are drawing the pension because of past 
service ¢ 

Senator SmMatuers. That is right, and because of maybe some in- 
jury, or something of that nature. 

Senator GriswoLp, Senator, many private corporations have re- 
tirement plans which I believe in some form require some approval by 
the Federal Government. Perhaps it is the Internal Revenue Serv- 


ice that must approve them. However, if they have a plan in effect 
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it is really a contract between the corporation and the employees and 
cannot be affected by any law that is passed; is that correet ¢ 

Senator Smaruers. That is my understanding. 

Senator Griswo.p. So, if this had been set up originally as a con- 
tract between the railroads and the employees, it would be impossible 
to pass a law such as was passed ¢ 

Senator Smaruers. And that was, as I understand it, the original 
agreement. In other words, the Federal Government’s position was 
only to hold the fund to make proper distribution and to oversee; 
the Government did not participate, other than in a supervisory and 
in a trust capacity. 

In my judgment, it is just like one of us buying an annuity and 
then later on becoming eligible to receive some benefits under another 
plan and having the insurance company say, “Wait a minute; you are 
not going to be able to receive both of these. We are going to cut 
down the one you have bought from us in an amount equal to what 
you get from the second annuity.” 

I think that is what the dual-benefit provisions inadvertently do. 

I don’t actually believe that was the intention of the Congress when 
they adopted this legislation in 1951; but that is the effect of it. 

Senator Griswoutp. You feel, as a matter of principle, as Congress- 
man Van Zandt expressed it, there is, in effect, a contract between the 
Government representing the employers partially and this former 
employee, the contract specifying that he receive so much money per 
month; and if in the Social Security Act they had provided that those 
drawing retirement benefits could not then be made eligible for the 
full amount of social security, that would not have been in violation 
of the principle? In other words, you could have a provision in the 
social-security law, but since it wasn’t there you feel it is a violation 
of principle to apply this rule? 

Senator Smaruers, I think it is a violation of principle. 

I very seriously doubt, Mr. Chairman, if we could put a provision 
in the social-security law which would reduce railroad retirement or 
put the penalty on the social-security end. 

Senator Griswoip. Yes. 

Senator Smaruers. I don’t believe, for example, we could have 
written in the Social Security Act that anybody who worked and 
became eligible for social security, just because they received another 
annuity from the Prudential, we will say, that, therefore, under the 
Social Security Act we would have any right to take away from them 
benefits which they had justly earned from the Prudential and for 
which they had paid. I don’t believe we could do that. 

Senator Griswoip. No. You might have gone into it as a matter of 
age, that a man who came in and worked a few years would not have 
been eligible for as large a benefit as somebody who worked under 
social security for 20 or 30 years. You could have applied it under 
that basis. 

Senator Smatuers. That is right. 

Senator Griswoip. And had some logic for it. 

Senator SmMaruers. That is right. 

Senator Griswoup. But inasmuch as they didn’t, you feel it violates 
the principle to use them then as an excuse to reduce the retirement 
benefits of the railroad workers? 

Senator Smaruers. Yes, after they believed they had earned it. 
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Senator Griswotp. Senator Murray. 

Senator Murray. Is there any section of the railroad workers which 
is opposed to this bill? 

Senator Smatuers. I think Congressman Van Zandt stated just 
what I hear. I don’t have any correspondence from anybody op- 
posing it, although I was notified by telephone Saturday there was a 
segment of the people under railroad retirement who believe if this 
were repealed it might endanger the integrity of the whole fund and 
thereby endanger their retirement when they became eligible for it. 
However, I am frank to say I have received no communication from 
anybody in opposition to it. 

Senator Murray. I think that is the situation all over the country. 

Senator SMATHERS. Yes, sir. 

Senator Murray. I know it is in my State of Montana. 

Senator Smaruers. I don’t find any opposition. 

We had this same problem up with the Federal employees which 
you, Senator Murray, will remember, when we increased the benefits 
for the retired Federal employees. Those who were still working for 
the Federal Government wrote and said they were a little concerned 
that if we increased the annual benefits of the retired workers we 
might endanger the whole fund, and they were somewhat opposed to it 
for that reason; but we were able to point out by increasing the bene- 
fits of the retired Federal workers that actually it was not really a 
danger to the fund, and when it was as explained to them most of them 
were for it. 

Senator Murray. I have no further questions. 

Senator Griswoip. Senator Cooper. 

Senator Cooper. I have no questions. 

Senator Griswotp. Senator Hill. 

Senator Hitt. Under the act as now written, Senator, do those who 
entered the service in 1937 get more benefits than those who entered 
after 1937? 

Senator Smatuers. Under the act as now written? 

Senator Hix. Yes. 

Senator Smaruers. There is a set formula which everyone gets. 

Senator Hix. Is there a variance between the benefits of those who 
came in after 1937 and those who were in before. 

Senator Smatuers. So far as I know, I don’t believe that there is 
a variance. 

The provision of 1937, of course, was written in because that was 
when the Railroad Retirement Act was first adopted, and they wanted 
to have some basis of cutting them off. So, they stated anyone who 
had worked prior to 1937 and who had not been able to come under 
the act prior to that time, because it had not been adopted, would be 
penalized under this dual-benefit provision by eliminating the time 
which they had worked prior to 1937, if they subsequently were en- 
titled to social security. 

In other words, what it means, it seems to me, is that a man who 
had worked prior to 1937 and then retired under the Railroad Retire- 
ment Act cannot go out and ever get any additional employment and 
be entitled to any benefit from social security, because if he receives 
benefits from social security they knock it off froni the early end of 
his railroad retirement. 
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_ So, it means that a man who started prior to 1937 is forever limited 
in what he can receive, even though he may go out and work, with 
the result that possibly we won’t go out and work at all. 

Senator Hix. In line with what you have just been expressing, 
would the removal of a dual-benefit provision encourage men to retire 
sooner under railroad retirement so that they might go out and get 
under social security, too? 

Senator Smatuers. I have heard it has that effect. I have heard 
that so charged, but I don’t believe it would, because I believe their 
benefits are such if they completed their work under railroad retire- 
ment, they would get greater benefits than if they should quit after 
25 years and go to work under social security. 

I am not exactly certain that is an accurate statement, but I believe 
it is. 

Senator Hiiu. That is all. 

Senator Griswotp. Do people who have worked before 1937 get 
credit for a period in which they were making no payments to the 
fund, however ? 

Senator Smaruers. That is right. 

Senator Grisworp. It wasn’t all detrimental, then; they received 
some credits ? 

Senator Smarners. That is right, and that is why they decided in 
1951 to try to reduce that. 

Senator Griswop. Yes. 

Senator Smatuers. But, on the other hand, just as in the case of 
a Congressman or a Senator, we can get into our retirement system 
by paying up a certain amount, even though we did not join the 
system when we first became Members of the Congress. 

Senator Griswoip. Senator Upton. 

Senator Urron. Do the provisions of the present law discourage the 
retired railroad employees from seeking employment? 

Senator Smaruers. I think there is very definitely every reason 
to believe that they would be discouraged from going out to get addi- 
tional work, even if they needed it or if they were needed. 

Senator Upron. I think that is all, Mr. Chairman. 

Senator Griswoip. Thank you. 

Senator Smaruers. Thank you, gentlemen. 

Senator Griswotp. Congressman George Miller. 

You were the sponsor of H. R. 4163, Congressman, I believe ? 


STATEMENT OF HON. GEORGE P. MILLER, A REPRESENTATIVE IN 
CONGRESS FROM THE EIGHTH DISTRICT OF THE STATE OF 
CALIFORNIA 


Mr. Miter. I was, Senator. 

Senator Griswoip. Was that/a duplicate of H. R. 356? 

Mr. Mrier. That was a duplicate of H. R. 356. 

Mr. Chairman, I wholeheartedly support the principles written 
into H. R. 356, a bill by Mr. Van Zandt, of Pennsylvania, now pending 
before this committee. 

The bill passed the House of Representatives on July 24 of last 
year. 

43731543 
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The bill would correct an injustice now worked on the retired rail- 
road employees. 

I sincerely believe the Congress never intended section 3 (b) of the 
Railroad Retirement Act to operate in a manner which it has been 
interpreted. 

There are a great many railroad employees in Alameda County 
working for the three west coast lines, the Santa Fe, Southern Pacific, 
and Western Pacific. A large number of pensioners live in this 
county and in the Eighth Congressional District which I have the 
honor to represent. 

Some time prior to the war the Southern Pacific Co. abandoned its 
suburban services out of Oakland Pier, throwing several hundred rail- 
road employees out of their jobs. Many of them were unable to get 
other jobs in the railroad industry because of their inexperience in 
main line work and also because of their advanced age. They had the 
choice of taking their railroad pensions or finding work in outside 
employment. Many of them took their pensions, some of them at a 
reduced amount because they had not yet reached the age of 65. Gen- 
erally, their pensions were small because the men employed in subur- 
ban services have not earned very large salaries. Many of them, 
after years of seniority, were able to work only a split shift, that is, 
2 or 3 hours in the morning and 2 or 3 hours in the afternoon, in 
peak-traffic time. 

When World War II came along, there was plenty of work in the 
shipyards and a scarcity of manpower. The Federal Government 
constructed a railroad from West Oakland to the Richmond shipyards, 
and it was operated as an intrastate road, an intrastate common car- 
rier. Many of these retired railroad employees were personally called 
upon and urged to go back to this work on this intrastate railroad in 
order to help out in the war effort. A considerable number of them 
did that, and for 2 or 3 years worked under the provisions of the 
Social Security Act. 

After the enactment of the amendment in 1951, they suddenly 
found that their retirement payments were reduced by an amount 
equal to their social security payments. 

Last year, when the Congress increased social security benefits a 
minimum of $5 per month and their social security payments were 
increased by that amount, their railroad retirement payments were 
decreased by that amount. So, these men did not receive any increase 
in pension at all. 

If they had remained at home and had not gone back to work to help 
out in the war effort, they would have received just as much benefit as 
they are now receiving from the railroad retirement fund; but be- 
cause they did go back to work, they are now being penalized under 
this section of the Railroad Retirement Act. 

At the present time in California there is a plan that will throw 
hundreds of men into the same predicament. The Pacific Electric 
Railway is disposing of its passenger business in southern California 
to an interstate common carrier. Hundreds of Pacific Electric em- 
ployees will lose their job employment with the Pacific Electric as an 
interstate carrier and, as a result, will have to find employment in 
outside industry and be employed under the provisions of the Social 
Security Act. 
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Under the provisions of the present Railroad Retirement Act, when 
they retire, they will be penalized or denied the full amount they 
might have coming to them under railroad retirement. 

I don’t know that I can say any more, sir, except that I subscribe to 
everything that Mr. Van Zandt and Senator Smathers have said with 
respect to this bill. 

After all, a man has a certain number of productive years—in the 
case of the military we figure it at 30—over which we now require a 
contribution to take care of him when he passes beyond that produc- 
tive age. In this case, we are telescoping his productive years by 
depriving him of the benefits of the earnings in one type of empior- 
ment as against the benefit he earns in another. I think it is grossly 
unfair. 

We owe a moral obligation to the people so discriminated against to 
correct the law, and I think this act will do it. 

That is all I have to say, sir. 

I have received a lot of letters, like all of you, but I think that Mr. 
Van Zandt and Senator Smathers have covered that. My testimony 
would be the same with respect to it. 

Senator Griswotp. Thank you very much. 

Senator Murray. 

Senator Murray. I have no questions. 

Senator Griswotp. Senator Cooper. 

Senator Coorrr. No questions. Thank you. 

Senator Griswotp. Senator Hill. 

Senator Huu. I have no questions. 

Senator Griswotp. Senator Upton. 

Senator Uprron. No questions. 

Senator Griswotp. Thank you. You have been a very good witness. 

Mr. Mutter. Thank you, Senator. 


Senator Griswotp. We will now hear from Congressman John 
Bell Williams. 


STATEMENT OF HON. JOHN B. WILLIAMS, A REPRESENTATIVE IN 
CONGRESS FROM THE FOURTH DISTRICT OF MISSISSIPPI 


Mr. WuuiaMs. Mr. Chairman and members of the committee, first 
I would like to express my appreciation to the committee for giving 
me the opportunity to appear on behalf of what I consider to be meri- 
torious legislation. 

On March 9, 1953, I introduced into the House a bill which was 
identical to the one which was introduced by Mr. Van Zandt, the 
number of my bill being H. R. 3784. 

As a member of the Interstate and Foreign Commerce Committee 
of the House, which subsequently reported this legislation with one 
or two perfecting amendments, I had the opportunity to listen to 
quite a bit of testimony, both for and against this legislation. 

Before I go into that, if it is agreeable with the committee I would 
like to make a brief statement in explanation of the bill which I intro- 
duced, which also applies to the legislation which is before the com- 
mittee at this time. 

Senator Griswoip. All right, you may do so. 

Mr. WiuiAMs. The 1951 amendments to the Railroad Retirement 
Act have resulted in what I consider to be a very unfair and iniquitous 
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situation to those persons who have worked under the railroad retire- 
ment system and the social security system. I recall that those amend- 
ments were passed on the final day of the session in 1951 as a result 
of a last-minute compromise, and as is so often the case, haste creates 
errors. 

The mistake in this legislation, and I refer to the dual-benefits pro- 
vision, is a glaring one, and so obvious that I am sure that any fair- 
minded person would not hesitate for a moment to agree to its removal. 
It involves sections 3 (b) of the Railroad Retirement Act. 

Under the provisions of this section, a person who has qualified 
for an annuity under both the railroad retirement and social security 
systems, must be penalized by having his railroad-retirement annuity 
decreased by the amount of the annuity he receives from social secu- 
rity. This, despite the fact that he earned and bought both annuities 
by paying the required tax under both systems. 

The 1951 railroad-retirement amendments provided for a 15-per- 
cent increase in annuity benefits. Ifa person was receiving or entitled 
to receive benefits under the social security system, he was denied that 
increase and had his railroad-retirement annuity decreased by the 
amount he receives or is entitled to receive under the social-security 
system. 

When Congress in 1952 voted a $5 monthly increase in social-secu- 
rity pensions, those persons who received railroad-retirement annuities 
and social-security annuities were granted this $5 monthly increase, 
but simultaneously their railroad-retirement annuity was decreased 
by $5, thus nullifying the relief Congress intended to grant when it 
passed the bill. 

Mr. Chairman, I would like to make one or two further observations 
which perhaps have not been stated completely by the gentlemen who 
have preceded me, although I think that there is very little I can 
add to their testimony. 

The legislation that I introduced, I did so because I believed that it 
carried out a very fundamental principle. I saw in this dual benefits 
provision a very unfair discrimination against certain employees who 
were entitled to draw annuities under both the social security and 
the railroad retirement system. 

I may be mistaken as to the fundamental basis on which both of 
these systems were predicated; if I am, then perhaps I am wrong in 
testifying today. However, it is my understanding that both of these 
systems are individual and separate entities. Social security payments 
are made, as I understand, to a social security trust fund, and benefits, 
in turn, are paid out of that fund. On the other hand, the payments 
made into the railroad retirement system are also kept in a separate 
fund. Legislation dealing with either is referred to different com- 
mittees of Congress. 

To make myself clear social security legislation is handled by the 
Ways and Means Committee. Legislation affecting the railroad retire- 
ment system is handled by the House Interstate and Foreign Com- 
merce Committee. If it was ever intended that there should be a 
tie-in between these systems when the acts were originally instituted, 
I don’t know of it. 

The dual benefits provisions, in my opinion, may be defined simply 
as a means of making the social security system answer for the sins 
of the Railroad Retirement Act. 
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Now, whether it is right under these two systems for annuitants to 
draw more in benefits than they paid in is a matter which I believe 
should be attacked directly, but individually, in the systems. 

In other words, the testimony that I heard before our committee in 
opposition to this legislation was based almost exclusively on actuarial 
grounds. Assuming that this legislation should make the railroad 
retirement system actuarily unsound, and in my opinion it does not. 
then I believe it should be corrected by amending the railroad retire- 
ment system; not by forcing the social security system to make up the 
deficit. 

That, Mr. Chairman, is the sum and substance of what I have to say. 

Senator GriswoLp. Thank you very much, Mr. Williams. 

Are there any questions, Senator Murray ? 

Senator Murray. No questions. 

Senator GriswoLtp. Senator Cooper ? 

Senator Cooper. The point you make is that that portion of the 
payments refunded is the difference between the amount the retired 
employee would receive but for the social security payment and the 
amount he does receive from the fund when the social security pay- 
ment is deducted? You make the point that a part is now being 
financed by the social security system. 

Mr. Wutu1aMs. That isthe way I see it. 

Senator Coorer. And if there is any deficit, that it ought to be 
reached through the railroad retirement fund? Is that the point 
you make ¢ 

Mr. WituiaMs. Senator, I believe that the reason this was written 
into the law was that the amendments of 1951 so liberalized the law as 
to create a deficit; and to lessen than deficit this restriction was put 
into the law. 

As I understand, it added some six-tenths of 1 percent, to the amount 
of the deficit—that is, the difference in the payments made and in the 
amounts collected. 

Senator Coorrr. In the minority report of Mr. Crosser it is stated 
that if this bill should be adopted, it would increase the deficit in the 
retirement fund by about $11 million. It is this $11 million that is 
now being carried by the social security fund, is that correct ? 

Mr. WituiAMs. Yes, sir. I understand that to be the case. 

Senator Cooper. That is all, Mr. Chairman. 

Senator Griswotv. Senator Hill, do you have any questions? 

Senator Hii. No questions, 

Senator Griswoip. Senator Upton ? 

Senator Urron. No questions. 

Senator Griswoip. Thank you very much, Mr. Williams. 

Mr, Wuu1ams. Thank you, Senator. 

Senator Griswotp. We will now hear from Congressman Gardner 


R. Withrow. 


STATEMENT OF HON. GARDNER R. WITHROW, A REPRESENTATIVE 
IN CONGRESS FROM THE THIRD DISTRICT OF WISCONSIN 


Mr. Wrrurow. I believe that Congressman Van Zandt and Senator 
Smathers have given you the historical background very clearly, and 
I might add that I feel as though Congressman Van Zandt has made 
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a very fine presentation of the case in favor of the passage or recom- 
mendation of the passage of H. R. 356. : 

However, I would like to impose upon this committee for just a few 
moments, possibly in repetition, but I believe it to be very important. 

[ believe that in recommending H. R. 356 out of the committee we 
are remedying a terrible injustice that we had done to a large segment 
of employees, and I am appearing in behalf of Congressman Van 
Zandt’s bill, H. R. 356 to amend the Railroad Retirement Act by 
striking from it that portion of section 3 (b) which prevents dual 
payments from railroad retirement and social security. 

For many years prior to my coming to Congress I worked on the 
railroad as a conductor. As a matter of fact, I still hold my rights 
on the railroad. Owing to that I have had a lot of contacts with 
railroad employees, and know from my experience what a hardship 
this section is now working on thousands of retired employees. 

Under the present provisions of this section, a person who has 
qualified for an annuity under both the railroad retirement and social- 
security systems is penalized by having his railroad retirement an- 
nuity decreased by the amount of the annuity he receives from social 
security. This, despite the fact that he has qualified for both annuities 
by paying the taxes required under both systems as required by law. 

This is obviously unfair. In our present economic scale, the retired 
members of our society feel most acutely the sharp increases in the 
cost of living. Their income, in most cases, is limited to their meager 
annuity. It is not increased in proportion to the continual rise in 
food, rent, and clothing. In fact, the slight increases pensioners have 
received under both social security and railroad retirement have been 
so small that they would be regarded by regular wage earners as not 
even a mentionable increase. Yet this has been the extent of the relief 
afforded those who must face the same high cost of living that wage 
earners do. 

How much more sad the picture becomes when we see an impov- 
erished pensioner having his railroad retirement annuity reduced by 
the amount he received as an annuity under the social-security system 
when he, during his lifetime, qualified under both systems for both 
annuities. 

Because he changed employment, probably not voluntarily, midway 
in his working life, and fell under the provisions of another retire- 
ment system, he is penalized by having part of what he paid for taken 
under the present provision of section 3 (b). I am sure Congress did 
not have this in mind when it enacted the 1951 amendments to the 
Railroad Retirement Act, and it should now take action to correct 
what it so unwisely enacted in the rush of the closing days of that 
session. 

It was apparent soon after the enactment of this provision that it 
was a mistake, that it was wrong. The 1951 railroad retirement amend- 
ments provided for a 15-percent increase in annuity benefits. If a 
person was receiving or entitled to receive benefits under the social 


security system, he was denied that increase and had his railroad re- 
tirement annuity decreased by the amount he received, or is entitled 
to receive under the social security system. 

When Congress, in 1952, voted a $5 monthly increase in social 
security pensions, those persons who received railroad retirement 
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annuities and social security annuities were granted this $5-a-month 
increase, but simultaneously their railroad retirement annuity was 
decreased by an additional $5. So, thus, no increase at all for them, 
thus nuilifying the relief Congress intended to grant when it passed 
the bill. 

I assume it was not the intention of Congress to on the one hand 
offer $5 for what little relief it could bring, and on the other hand 
take it away, simply because a person earned his retirement under 2 
separate systems. 

I believe that this is a very simple bill, and I do sincerely hope that 
you gentlemen in your wisdom will see fit to recommend it for passage. 

I represent a district in which there are a great many railroad 
employees and I would like to reaffirm what Congressman Van Zandt 
and Senator Smathers have said in regard to the protests. I have 
not received any protests. However, I have received a great number 
of letters from railroad employees urging that H. R. 356 be enacted 
into law. That is the end of my statement, Mr. Chairman. 

Senator GriswoLtp. Mr. Withrow, are you eligible for retirement 
benefits ? 

Mr. WiTurow. You mean on the railroad? 

Senator Griswoip. Yes. 

Mr. Wirnrow. I am not old enough, quite, but I have already earned 
my railroad retirement benefits from the railroad. 

Senator GriswoLtp. And when you reach the age when you will be- 
come eligible, will you be barred from accepting it if you are working 
for the Federal Government ? 

Mr. Wirnrow. No, I will not. 

Senator GriswoL_p. So you can draw your Federal salary and also 
draw retirement benefits? 

Mr. Wirnrow. No, I did not get you. I thought you had in mind 
if I were retired from Congress. I could draw my congressional 
pension and also draw my retirement pension. I could. But, if I 
were in Congress when I became 65 years of age, I could not draw 
my railroad retirement benefits. 

Senator Griswotp. If your retirement benefits with the railroad 
were in the form of a contract with an employer you could draw both, 
but this is merely a Federal law. 

Mr. WirHrow. It is a requirement in the railroad retirement that 
if I earn more than $75 a month, I am not entitled to the benefits. 

Senator Griswotp. That applies to whether you are working for the 
Federal Government or somebody else. 

Mr. Wirurow. Yes. 

Senator Griswotp. Do you agree with the statement made in the 
minority report in the House which says, on page 21 of Report No. 
758, part II, 83d Congress, 1st session, under part 5, Conclusions: 

It is absolutely certain that the railroad retirement system is now under- 
financed. 

Have you made enough study of that to know whether that is a true 
statement ? 

Mr. Wirnrow. To be truthful with you, I have not made enough 
study and I do not believe I am now qualified to answer that question. 

Senator Griswotp. Do you agree with the statement they fur- 
ther made in that report on page 22 as follows: 
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In our opinion, it is not equitable for a man to get a largely unpaid for annu- 
ity from the railroad retirement system and then, by virtue of a year’s or a few 
years’ work in employment covered by the social-security system, to get another 
largely unpaid for benefit under that system. 


Mr. Wrrurow. No, I do not agree with that. I think that you have 
quite a few examples where people are getting paid benefits during 
periods that they have not paid annuities. 

For instance, civil-service employees are paid for prior military 
service. It would not be fair to have them if they qualified under so- 

cial security, to take a portion of those benefits away from them by 
reason of the fact that they have had this prior military service. 

Senator Griswoip. Do you rather feel that it is somewhat unfair to 
call it “largely unpaid for.” 

Mr. Wrrnrow. Yes, I do. 

Senator Griswotp. When, perhaps, by the low wages they received 
by either working for the milit ary or for the railroads befor 1937, they 
were paid for this, though it was not spelled out in their employment. 

Mr. Wirnrow. That is exactly it. 

Senator Griswotp. Are there any questions ? 

Senator Murray. The only argument or objection that can be made 
to this proposal is the one with reference to the actuarial soundness of 
the retirement. 

Mr. Wrrurow. That is it, and there are other gentlemen who will 
testify here who are far better qualified than myself to testify on that 
particular phase of it. 

Senator Murray. Have you anything to say with reference to the 
actuarial soundness of the Act ? 

Mr. Wrrurow. I have always been led to believe that the fund was 
a very sound fund and for the amount of money that is paid into the 
fund, 6.25 percent by the employer and by the employee which is 12 
percent, that seems to be a considerable sum of money. The benfits 
that accrue to the employers under the Railroad Retirment Act are 
somwhat limited. 

Senator Murray. That isall. 

Senator Griswoip. Senator Cooper, did you have any questions? 

Senator Coorer. No questions. 

Senator Grisworp. Senator Hill, do you have any questions? 

Senator Hitz. Speaking of the soundness of the fund, as the distin- 
guished chairman in the minority report stated, and I notice on page 
16 of that report the following: 


In this connection, it is pertinent to quote from the report the firm of Nelson 
and Warren, actuaries retained by the Joint Congressional Committee on Rail- 
road Retirement Legislation on the question of the adequacy of the present tax 
rate to finance the railroad-retirement system. In a summary of its report to the 
committee (83d Cong., Ist sess., S. Rept. No. 6, p. 338), the actuaries said: 

“The gist of this summary is that in our opinion any recognized actuarial 
methods and reasonable assumptions, when applied to the railroad retirement 
system, will result in cost estimates which exceed the present tax rate. Thus, 
in order to maintain an actuarially solvent system, methods of reducing benefits, 
or methods of increasing the tax income or investment income of the system, 
should be sought.” 


Have you any thought or suggestion about that? 
Mr. Wirnrow. No, I haven’t anything to say about that. I am not 


qualified, gentlemen, to pass on the soundness of this fund, and I am 
not going to attempt to. 
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Senator Hitz. That is all I have, Mr. Chairman. 

Senator GriswoLp. Senator Upton ! 

Senator Upton. No questions. 

Senator Griswoitp. Thank you very much, Mr. Withrow. 

Mr. Wirnrow. Thank you, gentlemen. 

Senator Griswotp. That completes the list of witnesses who are 
here this morning, but I believe Mr. Squire is here, who was scheduled 
to appear before us tomorrow morning. Unless there is some ob- 
jection on the part of some member of the committee, we will have 
Mr. Squire appear at this time. 

Is there any objection ? 

Hearing no objection, will you please come forward, Mr. Squire? 


STATEMENT OF FRANK C. SQUIRE, MEMBER, RAILROAD 
RETIREMENT BOARD 


Mr. Squire. Mr. Chairman, members of the committee; my name 
is Frank C. Squire, member of the Railroad Retirement Board. I am 
speaking because in the absence of the chairman, I am the acting 
chairman. Mr. H. W. Harper, another member of the Board is also 
here. 

In response to a request last year from the committee for a report 
on H. R. 356, the Railroad Retirement Board made a report under 
date of August 27, 1953, to Chairman Smith. In that report we 
quoted a paragraph from the report of the Senate Committee on 
Labor and Public Welfare—which revised the bill S. 1347, later 
enacted substantially as the amendments of October 30, 1951—as 
follows: 





* * * section 7 provides against duplication of credit for prior service. The 
amended Social Security Act is so weighted as, in effect, to give credit for 
service before 1937. 


The date when social security taxes commenced. 


In view of this, and since employees who now receive credit for service before 
1937 have not paid any taxes with respect to such service, the sponsors of the 
bill deemed it appropriate to continue to give credit under the Railroad Retire- 
ment Act for prior service, but only if the employee does not also receive an 
old-age benefit under the Social Security Act. (S. Rept. 890, 82d Cong., 1st sess., 
p. 24.) 


In its report of August 27, 1953 the Board stated : 


For the reason set forth in the Senate Committee report, previously quoted, 
and because the bill would provide no additional funds to meet the increased 
cost of paying benefits under the Railroad Retirement Act, the Board recom- 
mends that no favorable consideration be given to this bill. 

Aside from the question of cost, the Board is of the opinion that this bill, 
if enacted, would create far more serious inequities than those which, it is 
claimed, the bill would eliminate. The Board’s views in this respect were duly 
presented to the House Committee on Interstate and Foreign Commerce during 
the hearings held by that committee on the bill H. R. 356, as appears more fully 
in the printed House committee hearings beginning on page 20, and to which 
we respectfully refer you. 


We are still of the same opinion. 

Since the report of the Board last August 27, 1953, there has been 
a change in the chairmanship of this Board. The new chairman, 
Colonel Kelly, in a letter to Chairman Smith dated February 4, 1954, 
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after explaining that it would be impossible for him to be present at 
this hearing, stated: 

As I was not a member of the Board at the time the report was submitted 
to this committee, I wish to take this opportunity to inform your committee 
that I concur in the Board’s report of August 27, 1953. 

Senator Griswoip. Mr. Squire, there seemingly is widespread feel- 
ing that the amendments of 1951 constituted in some manner a basis 
of a contract which the railroadmen felt that they had with the 
Federal Government. Not going into whether it was a properly held 
opinion, but I think many of them did feel that we changed a con- 
tract after it was in effect, and the amendments of 1951 were some- 
what in the nature of an ex post facto law. Would it be possible 
to amend this bill to reinstate the dual-benefit provisions so je as it 
affects those who were at that time receiving them, but to stop in 
the future the creation of a dual-benefit payment ? 

Mr. Squire. I am not certain that I can answer that. 

Senator Griswotp. If we were to pass a new act now, and the day 
after that became a law a man retired from the railroad and takes 
1 job under social-security benefits, would it be possible to pass an 
act so that he would know when he did it, he would draw salaries, 
but not be eligible for social-security payments ? 

I might ask this to get the history of that, are there many who 
are now leaving railroad service and then taking a job and establishing 
social-security benefits ? 

Mr. Squire. Yes; there must be. Whether they do it for that 
purpose or not or primarily for that purpose, I cannot tell you that. 

Senator GriswoLp. It seems to me that there are 2 issues involved; 

a change in the relationships between people who went into a job 
imme that they were going to establish social-security benefits, 
and that set up a new status quo in their relations between themselves 
and the Federal Government, and the Congress same along and 
changed those relations. 

I think they are at least psychologically in a different position than 
those who, say, in the year 1954 go out and go to work and establish 
social-security benefits. 

Mr. Squire. First, as to the warning from now on, of course they 
already have that warning in the — law except to the extent that 
that is qualified by the passage by the House, and the prospect of 
the repeal as to those in the past, those who were already on the an- 
nuity rolls at the time of the passage of the 1951 amendments, and 
they, of course, had no warning of it whatsoever. There was a floor 
or a ceiling put under them so that the total benefits to the family 
could not be reduced by this particular provision that is sought to be 
repealed. It could not be reduced so that a family, a man and his 
wife, would get less than what they were getting before the 1951 
amendments. 

As to those who had left railroad service and not yet become 65 
and were not yet drawing railroad retirement, those who had left, 
say, in 1948 and were working outside and had the prospect of getting 
not only railroad retirement, but also social security, they had no 
warning, either, of course. 

On the other hand, if one wanted to argue about it, one might say 
they had no warning on the doubling of the social-sec urity benefits 
that they were getting. 
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If a man quit in 1948 or 1949, he had in front of him the prospects 
of $45 or $50 a month in social-security payments. A few years later, 
without his knowing anything about it, that jumped up to a maxi- 
mum of $85. 

Senator Griswotp. But no one is going to criticize the Government 
if they increase the benefit. 

Mr. Squire. No, naturally not. 

Senator Griswotp. They do feel a little revolutionary when the 
benefits are decreased. 

Mr. Squire. I can understand that entirely. 

Senator Griswotp. But what does impress me is that it places the 
Government somewhat in the position of having breached the con- 
tract when they reduced the benefit, that at the time they took this 
employment, they had reason to believe they would receive. It would 
require some little legal study to see what might be done in that 
matter. Do you feel that it would? 

Mr. Squire. Yes, as to just how the law could be amended in that 
respect. 

I might add on that point of a contract that you mentioned, and 
that requirement I am speaking personally of because I don’t know 
how the minds of my associates run, the wide distinction between 
these social-security type of benefits and the annuities of life insur- 
ance companies, of course. 

With the life insurance company you have a contract, but then 
you paid for it, and for them, the life insurance company, if I bought 
a $100 annuity, they never increased that 5 or 10 years later; which, 
under the railroad retirement or social security we do. 

Senator Hixt. It is like buying a Government bond, no matter how 
much the dollar goes down, you still get that. 

Senator Griswotp. There is the extent of legal difference and that 
is in the mind of the person who feels he has made some sort of a 
deal with the Government, and he doesn’t want the provisions changed 
on him. 

Do you have any questions, Senator Murray ? 

Senator Murray. I do not think I have any questions. However, 
to say that the passage of this act would impair the financial safety 
of the retirement act is a conclusion. Has there been very definite 
proof that it has that effect? How do you establish that? 

Mr. Squtre. I don’t like to use the words “safety” or “soundness,” 
because they mean very different things to different people. 

The last actuarial valuation made shows we are running about $45 
million a year short now. That is not this year, but for all the 
future calculated actuarial studies, 

Senator Murray. How would the receipts of the social-security 
payments by a retired railroad man, how would that impair the 
financial soundness? 

Mr. Squire. Well, if H. R. 356 were enacted, it would increase our 
payments, our cost for the next many years, 20 or 30 years by $10 
million to $15 million a year. About $10 million now and $15 mil- 
lion a year 5 or 10 years from now. 

Senator Murray. And that is established accurately, you think? 

Mr. Squire. Yes; those figures are reasonably accurate. 

Senator Murray. That is all I have, Mr. Chairman. 

Senator GriswoLtp. Senator Cooper, do you have any questions? 
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Senator Coorrr. It has been stated that there are 38,000 employees 
who would be affected, if this bill should be passed. What is the total 
number that could be affected by the provisions of this bill? How 
many employees are there who were working prior to 1937 who con- 
ceivably might enjoy the benefits of this bill? . 

Mr. Squire. Well, let me see, those now on the rolls, not counting 
widows and children and wives, but retired employees, there are 
about 280,000 right now. 

Of those there are 34,000 having deductions made from them right 
now. That number, if H. R. 356 is not passed, that number will grow 
us men who, for example, were retired just last year, take outside 
employment. They may be in outside employment 1, 2, or 3 years 
from now, and become eligible for social security and then, of course, 
under the law as it now stands deductions would be made from them 
so that that present 34,000 will increase. 

Senator Cooper. How many? 

Mr. Squtre. I have no idea to what it will go. Of course, the grand 
total number of the retired men, it will never be all of them, because 
the majority of them, the big majority of them do not take outside 
employment after they finish their railroad work. 

Senator Cooper. Could you give an estimate of what the total 
might be ? 

Mr. Squire. It would be a pure guess on my part, and I cannot 
do that. 

Senator Coorrer. It could be a few thousand more? 

Mr. Squire. Oh, many thousand more, but it would be a pure guess 
on my part of the men who will work after they retire, perhaps 10 
or 15 percent of them. 

Senator Cooper. From the position of the individual employees, 
you do have this inconsistent position, do you not; you have a large 
group who can enjoy the benefits of the retirement system and also 
enjoy the pension from the social-security fund. And then you have 
the small group, but an older group of men who are denied that 
treatment. 

Mr. Squire. This present 34,000? Well, no; there are none who 
can get both of them under the present law, there are none that 
can be getting both social security and railroad retirement without 
reduction, except those who have no railroad service before 1937. 

Senator Cooper. Is it true that those who should retire who worked 
since 1937, who came into the service since 1937, that they could later 
retire and then work in some other occupation ? 

Mr. Squire. There would be no reduction from them. They get both 
in full. 

Senator Cooper. They get both? 

Mr. Squire. Yes; the fundamental principle or theory that I quoted 
in the middle of the first page of my statement there is because under 
the present laws they get the benefit of this service before 1937 when 
there were no taxes under both Railroad Retirement Act and social 
security. This is so because, you know, under the new provision of 
the Social Security Act, a man can have only 2 or 3 years of work 
and get the maximum $85. In other words, just as much as if he 
worked his entire life under social security, a it was on that theory 
that this reduction was based. 
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Senator Coorrr. When you start any system like this, adjustments 
must be made. 

Mr. Squire. That is quite so. 

Senator Coorrer. The point I am making is that you have this group 
of railroad employees, and under this provision, this so-called dual- 
benefit provision, you have a large number of the younger employees 
who can enjoy both. 

Mr. Squire. That is correct. I did not follow your first question. 

Senator Cooper. Your old employees are denied that right? 

Mr. Squire. That is correct; yes, sir. That relates it to some extent 
on the tax they paid, where they have paid taxes. 

Senator Cooper. A point has been made of the actuarial situation. 
I am not too much impressed because you are now letting the social- 
security fund carry part of the deficit. “Isn’t that true? 

Mr. Squme. Let me see, by means of the deduction ? 

Senator Coorrr. By means of the deduction. 

Mr. Squire. No. This provision affects in no way the social-security 
trust fund. 

Senator Coorrer. I am not so much impressed by the concern over 
actuarial figures. You are starting with a system that you say has a 
deficit. and you are reducing the deficit through the social-security 
deductions levied against older employees. 

Mr. Squire. That is that we take advantage of this saving instead 
of the social security getting any part of it. 

Senator Coorrr. Do you think, your dual-benefit system is making it 
necessary for older men to stay in the railroad service who otherwise 
would go out when retirement age comes? 

Mr. Squire. That would be true of some individuals. I doubt that 
it would have any very great effect if a man could get a job outside 
that is worth anything at all, the w ay pay is nowadays, and if it is 
going to be to his benefit, he will take it, I believe. 

Senator Coorer. You do not think that the fact that he would get 
$40 or $50 more when he retires would have any effect on his decision ? 

Mr. Squire. It will affect a number of individuals; no very large 
percentage, though. 

Senator Cooper. Don’t you know that there are a large group of 
man over 70 years of age who are continuing to work because they 

cannot afford to stop? 

Mr. Squtre. Yes; there are many. The percentage is not large, 
but the number is large. 

Senator Cooper. You will agree that from the standpoint of the 
individual worker there is a great difference in these two classes— 
those who came to work after 1937 and those who worked before 1937— 
so far as the total sums they can receive upon retirement. 

Mr. Squire. Yes; that is correct. 

Senator Coorer. That is all I have, Mr. Chairman. 

Senator Griswotp. Senator Hill, do you have any questions? 

Senator Hirt. I noticed in the Board order of August 27, 1953, as 
read by Mr. Squire, that, aside from the question of cost, the Board 
is of the opinion that this bill, if enacted, would create far more serious 
inequities than those which it is claimed the bill would eliminate. 

And then it goes on to say that the Board’s views in this respect 
were duly presented to the House Committee on Interstate and For- 
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eign Commerce during the hearings held by that committee on the 
bill, H. R. 356, as appears more fully in the printed House committee 
hearings, beginning on page 20, and to which we respectfully refer you. 

You said that somewhere in this record just what those inequities 
are would be presented, the inequities that the Board felt would arise, 
and we would like to know what those inequities are, because in any 
legislation we might want to find out what that is, because we might 
find ourselves next year with this same question or some other question 
to the effect that we passed some legislation which had some inequities. 

Mr. Squire. We can furnish copies of that. It is about 30 or 40 
pages long. 

Senator Griswoxp. Is it included in the report to Chairman Wolver- 
ton and signed by Mr. Kennedy ? 

Mr. Squire. Do you happen to have the House committee hearing 
there ? 

Senator Griswoip. Yes. 

Mr. Squire. It is at about page 23 on there, the statement that was 
presented by Mr. Matscheck, as I recall, it was 30 or 40 pages long, 
and it gave some statistics. 

It took a number of individual cases and showed how they com- 
pared with a man who went out of the service earlier and a man who 
worked alongside of him and stayed in until the end of his working 
life, and the record indicates that there were some collective statistics 
at the end of it. 

Senator GriswoLtp. Would you, Mr. Squire, pick out the statements 
in Mr. Matscheck’s statement before the House committee that backs 
up your statement here that this bill will result in serious inequities? 
Will you pick those out for us? 

Mr. Squire. Yes, sir. 

(Information is as follows :) 


[Excerpts from the statement of the Railroag@ Retirement Board before the Committee on 
Interstate and Foreign Commerce, House of Representatives, on June 2, 1953, relating 


“~. 


to the equity of the second paragraph of section 3b of the Railroad Retirement Act] 


Reasons for enactment.—Two main reasons for the dual-benefit restriction 
were advanced at the time of the House and Senate committee hearings on 
the 1951 amendments and were accepted by Congress. These are: 

(1) It is contrary to good public insurance practice for an individual 
who gets benefits from each of two systems to receive full credit toward each 
benefit for the same period of untaxed service, especially when the combined 
benefit is much greater than if his total service had been under one of the 
Systems only. 

(2) Elimination or reduction of dual benefits under both the railroad 
retirement and social security systems provides a substantial saving which 
helps make possible a generally higher level of benefits under the railroad 
retirement system. The reduction affects a small proportion of benefi- 
ciaries—generally those who would receive undue advantage from joint 
coverage—and benefits the large majority who have no social security cover- 
age or no prior railroad service. 

The Railroad Retirement Act specifically allows credit for service rendered 
before the law was enacted and before taxes were paid. The Social Security Act 
does this indirectly, and goes even further by, in effect, giving free credit for 
service before 1951. This is accomplished by means of a benefit formula which 
is weighted in favor of individuals retiring in the early years after the enact- 
ment of the system, or, since the 1950 amendments, in the early years after 
those amendments. The formula is so designed that it is possible for an indi- 
vidual with very little service under the social security system to qualify, at 
least at the present time, for the same benefit as though he had been covered 
for many years. The social security system is especially generous in this regard 
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as compared with the railroad system. A railroad employee, before receiving 
credit for any period before 1937, must show that he actually was in railroad 
service in that period, and that he was also in active service or in an employment 
relation on August 29, 1935. Under the social security system, on the other hand, 
an employee with the required number of quarters of coverage after 1936 (until 
July 1, 1954, that number is only 6) is, in general, automatically treated as though 
he had been under social security coverage throughout his working lifetime, even 
though he may actually have been a railroad employee most of the time. An 
individual eligible to receive a railroad retirement annuity who has sufficient 
service under the Social Security Act to qualify for benefits under that act as 
well, thus receives double credit for service with respect to which no tax was 
paid. 

The problem of duplicate benefits was first brought into prominence when 
the 1950 amendments to the Social Security Act made it relatively easy for a 
railroad worker, past or close to age 65, to obtain a substantial social security 
benefit on the basis of only nominal social-security employment, in addition to the 
railroad annuity he earned over a lifetime of railroad service. 

It may be noted in this connection that the average age at which nondisabled 
railroad workers now retire is about 68 years. The provision against dual ben- 
efits eliminates the inducement, they would otherwise have to retire earlier and 
proceed to build up in outside employment the almost nominal credits now needed 
to qualify for a social-security benefit. Without the dual benefit restriction a 
worker acting under this inducement and retiring at 65 instead of 68 would re- 
ceive his annuity 3 years longer, and pay less in taxes, than the worker who 
remained in the railroad industry until age 68. The latter, during that period, 
would in effect be subsidizing the former in his efforts to obtain “windfall” bene- 
fits. Eventually, it is true, there will not be a dual benefit restriction to deter 
an individual from attempting to receive benefits under both systems. That, 
however, does not now appear to be a particularly serious problem, since even- 
tually it will require 10 years of social security coverage, as against a year and a 
half or less at present, to qualify for social-security benefits. 

The dual benefit restriction has also been criticized as unfair because, it is 
alleged, it deprives an employee of certain rights he had been led to anticipate 
on the basis of earlier legislation, in none of which had such restrictions ever 
been mentioned. The “validity” of this argument can best be analyzed by ref- 
erence to the legislative history of the railroad retirement system, in particular 
of its treatment of prior service credits. 

The railroad retirement system was originally intended to replace, in a more 
complete and stable form, the private pension plans maintained by the carriers. 
Adequate credits for prior service had to be provided, since otherwise it would 
have been impossible to meet the needs of older workers who had already retired, 
or even of those who were still in the industry but were already past, say, age 
50. The railroad retirement system could not look to the social-security system 
for help in meeting the needs of the older railroad worker. The Social Security 
Act of 1935 required service in at least 5 different years after 1936, but allowed 
no credit for service after age 65. Thus, it specifically excluded from its pro- 
visions any individual who was over age 61 on January 1, 1987. Moreover, it 
provided for the payment of annuities only after 1941, and even then in relatively 
low amounts. The problem of adequate benefit credits for prior railroad service 
therefore had to be met by the railroad retirement system and that system 
alone. 

3efore 1940, no social-security benefits were payable and, of course, the problem 
of dual benefits did not exist. Although the Social Security Act was amended 
in 1939 to provide benefits beginning in 1940, it still did not give rise to a dual 
benefit problem and there was no need to reexamine the approach taken toward 
crediting prior service under the Railroad Retirement Act. Employment oppor- 
tunities for older persons were slight and it was most difficult for a retired rail- 
road worker or one about to retire to earn the 6 quarters of coverage then nec- 
essary to qualify for a social-security benefit. In July 1940, the minimum number 
of quarters of coverage was increased to 7, in January 1941 to 8, in July 1941 to 9, 
ete, In any event, social-security benefits were very low compared with railroad 
annuities. The trivial nature of the dual benefit problem was indicated by a 
study made in May 1941, which disclosed only about 100 persons then receiving 
retirement benefits from both systems. Although employment opportunities im- 
proved during the war years, the number of required quarters of coverage was 
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steadily being increased, and the dual benefit problem never assumed serious 
proportions until 1950. 

The extensive amendments to the Social Security Act in 1950 first brought 
the problem of duplicate benefits into prominence. For the first time it became 
possible for the older people to acquire a substantial old-age benefit on the basis 
of inconsequential service. It thus became possible to reduce prior service 
credits when there were simultaneous social-security benefits and still retain 
a high standard of benefit adequacy. The social-security new start made it 
possible for any worker over age 65 to qualify for an old-age benefit on Septem- 
ber 1, 1950, on the strength of the minimum 6 quarters of coverage, instead of the 
27 that would otherwise have been necessary. Not until July 1, 1954, will it be 
necessary for a worker reaching age 65 to have more than 6 quarters of coverage, 
compared with the situation under the old start, which would have required 
35 quarters on that date; also, the expansion of coverage, especially into the self- 
employment field, considerably enhanced the opportunities for railroad workers 
to qualify for full social-security benefits in addition to their railroad annuities. 
It is estimated that about 2 out of 3 individuals now receiving duplicate retire- 
ment benefits are on the social-security rolls only by virtue of he 1950 Amend- 
ments to the Social Security Act. The amounts of dual benefits for the remain- 
der were small. The new provisions not only created a large group of dual 
beneficiaries but also give them larger duel benefits. The new social-security 
benefits, moreover, are so calculated as to treat an individual with only six quar- 
ters of coverage after 1950 as though he had been in continuous social-Security 
employment all his life, not only for the period before 1937 but also for the period 
1937-50. 

It is easy to see, therefore, why it was necessary in 1951 to reexamine the 
question of dual benefits. For the first time, windfall benefits on a widespread 
scale became possible. Considering the need to find as much revenue as possible 
to finance increases in the general level of railroad benefits, it seemed logical 
for Congress to enact the dual-benefit provision as part of the Railroad Retire- 
ment Amendments of 1951. The absence of a restriction in the earlier railroad 
retirement legislation merely reflects the fact that there was then no need for it. 
Now, there is both a need and a reason for it. 

Of the annuities now being awarded to employees 65 and over, almost 10 per- 
cent go to those who, at the time of award, are already qualified for dual bene- 
fits. Of these, about two-thirds are men who last worked for a railroad several 
years ago. Most of them left railroad service during the World War II period, 
presumably to take better paying or more convenient jobs and are now retiring. 

In its report following its subcommittee hearings in 1951, the Senate Com- 
mittee on Labor and Public Welfare recommended adoption with a proviso of the 
dual benefit provision contained in S. 1347. On this point, the Senate committee 
report reads as follows: 

“In the event of retirement benefits both under the Railroad Retirement Act 
and the Social Security Act, the committee bill contains a provision to eliminate 
dual benefits on the basis of service before 1937 . The new Social Security Act 
is so weighted in favor of short-term workers as to, in effect, give credit for 
service prior to 1937. This provision is the same as that contained in the original 
S. 1347. An additional proviso was inserted in the committee bill which guar- 
antees that, for annuitants already on the rolls who may be eligible for dual 
benefits as of the effective date of enactment, the reduction for prior service 
penalty shall not result in a smaller benefit amount than the family received 
just prior to the date of enactment.” * 

Further on, in the Senate report, the following statement appears: 

“* * * section 7 provides against duplication of credit for prior service. The 
amended Social Security Act is so weighted as, in effect, to give credit for serv- 
ice before 1937. In view of this, and since employees who now receive credit 
for service before 1937 have not paid any taxes with respect to such service, the 
sponsors of the bill deemed it appropriate to continue to give credit for prior 
service, but only if the employee does not also receive an old-age benefit under 
the Social Security Act.’ 

The question of equity.—The dual benefit provision has been criticized as in- 
equitable on the ground that it deprives an individual of something he has 
“paid for.” 





1S. Rept. 890 (S. 1347), U. S. Senate, 82d Cong., 1st sess., p. 9. 
2Ibid., p. 24. 
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At the outset, it should be emphasized that the employee has not paid any taxes 
on his service before 1937. Moreover, the railroad retirement system is not 
based primarily on individual equities. Although such equities are observed 
to a large extent, the system has not been designed to return to each beneficiary 
an amount exactly in proportion to his own contributions. As a public insur- 
ance program, its primary purpose is not to sell annuity insurance but to insure 
against loss of income resulting from the economic hazards of old age, dis- 
ability, and death. The benefit structure is so designed that, while each indi- 
vidual is guaranteed a return greater than his own tax contributions, the ag- 
gregate amount of money available for benefit payments is to a considerable ex- 
tent disbursed on the basis of presumptive need, i. e., it is distributed where it 
will “do the most good.’ Sometimes, this principle is all there is to justify a 
benefit payment. Thus, none of the almost 100,000 railroad workers who started 
to receive benefits at the inception of the program (and of whom 20,000 are 
still on the rolls), and none of the tens of thousands of widows of these workers, 
would have received any benefits at all if individual equity alone were con- 
sidered, since none of them paid any taxes into the system, or, if they did, for 
a few months only. 

The purposes of public insurance programs are recognized in the provision for 
minimum annuities to short-service or low-paid workers, and in the provisions 
for wives’ and survivors’ annuities, to mention only two important ones. In 
each case, “inequity” could be claimed with much more “justification” than in 
the case of the dual benefit provision. The high-paid, long-service employee may 
feel that he receives less in proportion to his taxes than the employee whose 
annuity is calculated under the minimum provision, or, for that matter, under 
the regular so-called “bent” formula. The retired bachelor or widower may 
feel that he could be receiving a larger annuity if it were not for the large 
sums disbursed to the wives of retired employees. The employee whose children 
are over 18 may feel that he could leave his widow a larger annuity but for the 
portion of his taxpayment that must be set aside to provide annuities for the 
minor children of his fellow employee who pays the same tax he does. 

The Board, of course, does not consider that any of these complaints would be 
justified. It would, on the other hand, consider it inequitable that the employee 
who continues in railroad service beyond age 65 be required to continue paying 
taxes part of which goes to finance the annuity of the employee who retired at 
age 65 to go into social security employment. This is all the more inequitable 
inasmuch as the employee who went into social-security employment would 
eventually receive both a railroad and a social-security annuity which, together, 
would amount to more than the railroad annuity that would have been payable 
if he had remained in railroad service. The aged wife, and the minor child pre- 
sumably “need” the benefits provided for them. The retired railroad employee 
working in social-security employment, however, does not “need” his railroad 
annuity in the same way. ‘There is no lost income in his case against which a 
public insurance system is supposed to insure. If an individual has retired with 
a social-Security, old-age benefit and goes to work in the railroad industry, that 
benefit is wholly and immediately suspended, in contrast to the much less severe 
restriction on the annuity of an individual who has retired from the railroad 
system and then goes to work in social-security employment. If a survivor bene- 
ficiary under either system works under the other, the benefit is suspended. It 
is not inconsistent with such provisions that the largely unpaid-for annuity 
the retired railroad worker is permitted to retain while working in social-secur- 
ity employment should at least be reduced when he has enough employment to 
qualify for a social-security benefit. 

Returning to the question of individual equities, a comparison in individual 
cases between taxes paid and benefits received shows that no one is unfairly 
treated: Everyone, including the worker subject to the dual benefit provision, 
receives from the system more than he has paid into it. Although this is amply 
illustrated by the statistical data presented later, a few specific examples may 
prove instructive. The following are typical instances: 

1. “A,” a section foreman, retired in 1937 on an annuity of $59.70, which was 
increased in 1948 to $71.64. He is now receiving $57.39 and his wife is receiving 
$28.70 from the railroad retirement system. They are also receiving $25 and 
$12.50, respectively, from the social security system. Their total monthly in- 
come is, therefore, $123.59, or more than double the amount in 1987. The total 
payments made so far out of the railroad account are $12,084. The present 
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value of the probable future railroad benefits still to be paid is $4,546. Yet “A” 
paid railroad retirement taxes of only $17. The relation between taxes and 
benefits in this illustration is extreme, but by no means rare; in almost 1,000 
dual-benefit cases now on the rolls, the employee retired in 1937 or earlier. 

If we assume that another employee, “B,” with the identical railroad em- 
ployment history as “A” had remained in the railroad industry for an additional 
period of time equal to the period during which “A” was under social-security 
coverage, the railroad retirement benefits for “B” and his wife would have 
amounted to $122.39 a month, or a little less than the total benefits for “A” and 
his wife, in spite of the reduction. Moreover, “B” would not have been receiv- 
ing benefits during the period of additional employment, whereas, in the actual 
situation, “A’s” railroad benefits were paid during the period of social-security 
employment. 

2. “C”, a car inspector retired in 1946 on an annuity of $65.98 which was 
increased in 1948 to $79.18. He is now receiving $38.64 and his wife $19.32 from 
the railroad retirement system. They are also receiving $66.10 and $33.10, 
respectively, from the social-security system. Their total monthly income is thus 
$157.16, almost 214 times the amount in 1946. The total payments thus far made 
out of the railroad account on this case amount to $6,134. The present value 
of the probable railroad benefits still to be paid is $5,142. Yet the total paid 
by “C” in railroad taxes is only $676. Disregarding what he could expect in 
future benefits, he had, by the end of 1952, already recovered from the retirement 
system 9 times as much as he had paid in retirement taxes. Another employee, 
“D”, with the same railroad employment as “C”, but remaining in the railroad 
industry during the period “C” spent in social-security employment, would be 
receiving, together with his wife, $143.60 instead of $157.16. 

3. “E”, a machinist, retired in 1952 on an annuity of $92.77. That annuity haa 
since been reduced to $87.77, but he is receiving a social-security benefit of $25, 
making a total of $112.77. He has already received $864 from the railroad system 
and his probable future benefits from this system have a present value of $8,816. 
His taxes from 1937 until his retirement amounted to only $1,618. Again, a fellow 
employee, “‘F’’, devoting himself to railroad service only, would be receiving a 
railroad annuity of the same $112.77, but would have paid a higher tax during 
the period “EB” was under social-security coverage and would not have received 
his annuity during that period. 

4. “G,” a sheet-metal worker, retired in 1945 at age 60, receiving a reduced 
age annuity of $58.52 based on 30 years of railroad service. He entered social- 
security employment in the same year. His railroad annuity was increased to 
$70.22 under the 1948 amendments. In September 1950, he qualified and applied 
for a social security old-age benefit of $48. In November 1951, when the dual 
benefit provision of the 1951 amendments became effective, he continued to 
receive railroad and social security benefits of $70.22 and $43, respectively, for 
a combined total of $113.22, since the saving clause applied in his case. In Sep- 
tember 1952, his social security benefit was raised to $48.40 and his railroad benefit 
was reduced to $64.82, so that his combined benefit remained the same. A similar 
employee, “H,” who remained in railroad service until age 65, would now be 
receiving about $121 per month in railroad benefits, but he would not have received 
anything for the 5 years from age 60 to 65. As of December 31, 1952, “G” had 
already received railroad benefits totaling $6,000, and had paid railroad taxes 
of $650. The present value of his probable future railroad benefits is estimated 
at $7,300. 

It is clear from these actual cases that the Board cannot consider it inequitable 
that the railroad retirement account be permitted, through the dual benefit provi- 
sion, to realize a financial saving that makes it easier to pay larger benefits 
to those who stay in the railroad industry all their working lives. 

Considering all 30,200 annuitants as if they were actually entitled to old-age 
benefits as of December 31, 1952, the benefits payable by both the railroad and 
social security systems averaged $94 for the annuitants without wives, and 
$145 for the 10,500 couples (table 1). If the dual benefit provision were not in 
existence, these averages would have been $114 and $185, respectively. If the 
annuitants had received 3 months’ credit under the railroad system for every 
quarter of coverage in social security employment at the same rate of earnings 
as for their railroad employment, their average railroad annuity on December 
31, 1952, would have been $86 for those without wives and $139 for those with 
wives. Actually, almost half of the dual-benefit cases related to annuitants who 
already had 30 years of service, and the hypothetical annuity amounts were not, 
under the method of computation used, affected by the inclusion of social security 
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credits. Table 1 compares the actual averages of combined benefits with the 
averages of combined benefits before the dual benefit reduction and with the 
average railroad annuities computed on combined service as described above. It 
will be noted from the table that, if the employees had remained in railroad service 
for the same period that they spent under social security coverage, their railroad 
benefits would have been, on the average, smaller than the combined benefits they 
are now actually receiving, in spite of the reduction. In only 13 percent of the 
cases, would the monthly railroad benefit for an employee based on combined 
railroad and social security credits be greater than the total of railroad and 
social securtiy benefits actually being paid. 


TABLE 1.—Railroad retirement annuities in force Dec. 31, 1952, subject to reduc- 
tion under dual-benefit provision: Number, average combined benefits under 
both systems, and average railroad annuity that would be payable on com- 
bined service, by method of reduction and family composition 


] : 

| Average combined | Average 
railroad retirement | “railroad 
and social security | retirement 




















Method of reduction and family composition Number benefits |} annuity’’ 2 
— _______| based on 
| | combined 
| Unreduced| Reduced service 
J ienncnacapaeetomndheingtetniidiantits 
Teh ict J uaphs demas BE lis tor 1 30, 200 | $139 | $112 $104 
SNS GH 0 «dah cei ci wtdiapunae dina daeihne 19, 700 | 114 95 86 
Anneitens anG Wi ....i eno ccssedewessncsi- oe--| 10, 500 185 | 145 139 
REDUCTION LIMITED BY SAVING CLAUSE 

RIA arate, banned avesas cus caneteoieskOne- akan 16, 600 121 | 101 89 
Annuitant only aenisonmacerestes deatinan 14, 600 | 113 96 84 
Annuitant and wife__.-..--- ae a iecipsha 2, 000 183 137 126 

REDUCTION EQUAL TO PART OF ANNUITY BASED ON | = - a 

PRIOR SERVICE 
FUE « da cdasesimes ResecdeseeehGehoeshesEteeancenseses 3, 100 118 92 80 
Annuitant only hice kcua ertaeeda. , oN 1, 700 | 84 67 55 
Annuitent and Wilt. 2... 2.2 cecs snes ecesiccsdeces 1, 400 | 160 122 110 
ee 
REDUCTION EQUAL TO AMOUNT OF OLD-AGE BENEFIT 

Tetehssviech etide) sein dec dsmsda. eis 10, 500 | 171 137 136 
lfapienennipinetdl citiniedpentinistiadtyhiitesanetitpaihatiiaiidititiindiaaiiadl 
Annuitant only. -........---- Kenaaceerieteas 3, 400 130 | 103 107 
Annuitant and wife-_-_..-.- 7,100 191 153 149 








1 In 2,500 cases, entitlement to social security benefits was potential. For these cases, the combined benefits 
consists only of the railroad benefits. 

1 Computed on assumption that each quarter of coverage in social security employment was creditable 
as 3 months of railroad service, and that earnings in such employment were at same rates as for railroad 
service. 


NotTEe.—Based on 1-percent sample of retirement annuities in force Dec. 31, 1952. Excludes 300 former 
earrier pensioners receiving reduced amounts because of dual-benefit provision. 


Senator Griswoip. Do you have any questions, Senator Upton ? 

Senator Upton. Could you give the total number of annuitants at 
the present time, the approximate number? 

Mr. Squire. The retired employees are about 280,000 and wives and 
widows and children bring that total up to about 540,000 who are now 
being paid. 

Senator Uprron. Are there conditions attached to these annuities 
with reference to outside employment, other employment ? 

Mr. Squire. Yes, the widows have the same qualification or restric- 
tions under social security, they cannot earn over $75 a month on out- 
side employment, and receive their annuities for such month. 
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The disability annuitants, they are part of the 280,000 retired em- 
ployees, cannot earn over $75 in 6 consecutive months without being 
presumed to have recovered from disability. 

Senator Upron. Does that cover the conditions that attach to these 
annuities ? 

Mr. Seurre. The principal ones. 

Senator Urron. That is all; thank you, Mr. Chairman. 

Senator Griswotp. Thank you, Mr. Squire. 

Mr. eee Thank you. 

Senator Grisworp. The committee is about to recess, and will meet 
in this same room at 10 o’clock in the morning, at which time we will 
hear from Representative William C. W ampler : Mr. Murray Lati- 
mer on behalf of the Brotherhood of Engineers, Firemen, Trainmen, 
and conductors; Mrs. Edyth Whitely, secretary of the Tennessee 
Railroad Pensioners; Mr. J. F. Cloud, Sr., of Atlanta, Ga.; Mr. J. 
Carter Fort, vice president and general counsel of the Association of 
American Railroads; Mr. Guy F. Fain, grand president of the Na- 
tional Association of Retired and Veteran Railway Employees. 

That is the change in the schedule that has been made, because we 
have taken care of 1 witness this morning that we had planned to have 
tomorrow, so if we could have 1 extra witness tomorrow, that will 
take care of 2 more. 

We will recess at this time until 10 o’clock tomorrow morning in 
this same room. 


(By direction of the chairman, the following statements were made 
a part of the record :) 


STATEMENT OF CONGRESSMAN HOMER THORNBERRY 10TH CONGRESSIONAL DISTRICT 
or TEXAS, ON BEHALF OF H. R. 356 


Mr. Chairman, I strongiy urge favorable ccnsideration by this committee of 
H. R. 356. 

In my opinion, its enactment will go far to rectify a grave injustice caused 
a number of annuitants under the Railroad Retirement Act by Public Law 234, 
82d Congress, amending the Railroad Retirement Act. 

When Congress enacted this law, all annuitants under Railroad Retirement, 
whether they had received credit for prior service or not, were led to believe that 
they would receive increases in their annuity. Under the so-called dual-benefits 
provision of Public Law 234, not only did thousands of annuitants find to their 
dismay that they would not receive an increase, but to the contrary, received 
word that their annuities or pensions would be reduced. 

H. R. 356 seeks to repeal this dual-benefits provision of Public Law 23 Under 
the dual-benefits provision, the railroad retirement annuity or pension of an 
individual must be reduced if such individual has creditable railroad service 
before 1937 and he is receiving, or is entitled to receive on application, an old-age 
benefit under the Social Security Act. Therefore, these same people who not 
only found their annuity or pension being reduced, but also found that they 
were not to receive the benefit of an increase in their social security, which 
Congress provided in 1952 by amending the Social Security Act. Here again, 
many of these same people understood that Congress was providing an increase 
in their social security benefits, only to find that they would not receive such 
an increase because of the dual-benefits provision of the railroad retirement 
amendments passed in 1951. 

Therefore, Congress has created a “no-man’s land” for these annuitants or 
pensioners. They cannot receive the benefit of an increase which Congress gave 
to them as railroad annuitants. Nor can they receive the benefits which Congress 
provided for them as beneficiaries under social security. 

The main opposition to H. R. 356, as I understand the arguments, is that we 
will take away a source of income to the railroad retirement fund to pay for 
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the increase under railroad retirement. In other words, we deprive a minority 
of the annuitants of these increases in order to provide the majority with 
increases, 

I do not believe that Congress in equity or justice can condone the principle of 
requiring a minority membership of a group to do without their benefits in order 
to provide a majority of the same group with increases in their benefits. I 
believe that H. R. 356 should become law. 





STATEMENT BY HON. STyLes Bripees, UNITED STATES SENATOR FROM THE STATE 
OF NEW HAMPSHIRE 


Mr. Chairman and members of the committee, thank you for the privilege of 
appearing before your committee. I ask your attention for a few moments to 
acquaint you with a bill I introduced to amend the Railroad Retirement Act. 
It is 8S. 2178 to amend section 3-b of the act. It is a companion bill to H. R. 356, 
which passed the House of Representatives by an overwhelming voice vote on 
July 24, 1953. 

The present provision of section 3—b of the Railroad Retirement Act prohibits a 
retired railroad employee from receiving annuities under both the Railroad 
Retirement and Social Security systems. If a railroad pensioner is receiving a 
pension under the Railroad Retirement Act and has also worked under the 
Social Security Act, paid the social security tax, earned a social security annuity, 
and is receiving, or even entitled to receive an annuity under that system, the 
amount of that annuity is deducted from his railroad retirement annuity. 

This is an unusual arrangement. No other system of pensions penalizes its 
annuitants ina similar manner. If a man is receiving a pension under the civil- 
service system he is allowed to receive that pension and any other annuity he 
might have earned and is entitled to receive. It is interesting to note at this 
point, too, that if a man receives a pension in addition to his railroad retirement 
pension from any other source except social security, no reduction is made in his 
railroad retirement annuity. Only if he is entitled to receive a combination of 
railroad retirement-social security annuities, is his railroad retirement annuity 
reduced. 

It is my belief that the railroad employee should be afforded the privilege to 
receive a social-security henefit in addition to his railroad-retirement payment. 

According to a statement by the Railroad Retirement Board in August 1952 
before the joint committee established in accordance with Senate Concurrent 
Resolution 51, 82d Congress, there were at that time about 35,000 retired railroad 
workers on the rolls of the Board who were affected by this “dual payment” 
restriction in section 3—b. 

In the same statement the Board estimated that the savings to the railroad 
retirement system as a result of this reduction made at the expense of those en- 
titled to receive their pensions under 2 systems rather than 1, would be about 
$11 million a year for the first 10 years, and $15 million for the next 10 years, 
$9 million for the third 10 years, and $3 million for the next 10 years, or a total] 
saving of about $385 million in a 50-year period. 

This statement is misleading. The Board uses the present figure of 35,000 
retired employees affected by the dual-benefits restriction and gives the saving 
as $385 million in a 50-year period; yet we all realize not 1 of the 35,000 now 
affected will be on the retirement rolls in 50 years. In fact, the average life 
expectancy of those men is now about 10 vears. The figure of potential savings 
to the railroad retirement fund is, therefore, not accurate, in light of the facts 
in the case, unless there is a much greater number of cases on file at the Board 
than the 35,000 figure used by the Board. If the Board estimates about future 
costs are correct, then, of necessity, there will be many more thousands who will 
be affected by this dual-benefits restriction in the future. 

The Board contends there will be a saving to the fund during the first year of 
$11 million. With the 35,000 pensioners on the rolls as of August 1952, this means 
each one of them was deprived of $300 for the first year under this section of 
the law. 

It is not pointed out by advocates of the continuance of the dual-benefits restric- 
tion that there has been a considerable saving to the railroad retirement fund 
as a result of amendments to the Social Security Act. In 1952 the Social Security 
Act was amended to provide an increase of $5 a month in old-age insurance bene- 
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fits. For those unfortunate persons who were entitled to receive social-security 
benefits in addition to their railroad-retirement pensions this meant a further 
$5 reduction in their railroad-retirement annuity, all of which created an addi- 
tional saving to the fund. 

This session of Congress has been requested to consider legislation to further 
increase benefits under the Social Security Act. If such proposed increases are 
enacted it will mean further reductions to those in this class and will create 
additional savings for the railroad retirement account. 

It is time to consider this matter most seriously and take the necessary action 
to correct it. 

I have a definite interest in this legislation and urge the members of this com- 
mittee to take favorable action on my bill. 

I thank you, Mr. Chairman, and members of the committee, for your con- 
sideration. 


(Whereupon, at 11: 52 a. m., the subcommittee recessed until 10 a. m., 
Tuesday, February 16, 1954.) 








RAILROAD RETIREMENT ACT 
(Dual Benefits) 


TUESDAY, FEBRUARY 16, 1954 


Untrep Srates SENATE, 
CoMMITTEE ON LaBor AND Pusiic WELFARE, 
SPECIAL SUBCOMMITTEE ON 
RaiLroap RetrreMent LEGISLATION, 
Washington, D.C. 

The special subcommittee met at 10:05 a. m., pursuant to recess, 
in room PZ63 of the Capitol, Senator Dwight Griswold (chairman) 
presiding. 

Present: Senators Griswold, Purtell, Cooper, Upton, Murray, and 
Hill. 

Staff members present: Roy E. James, staff director; Michael J. 
Bernstein, John D. Stringer, and William Reidy, professional staff 
members. 

Senator Griswotp (presiding). The committee will come to order. 

Congressman Wampler. 


STATEMENT OF HON. WILLIAM C. WAMPLER, A REPRESENTATIVE 
IN CONGRESS FROM THE NINTH DISTRICT OF THE STATE OF 
VIRGINIA 


Mr. Wampuer. Mr. Chairman and members of the committee, my 
name is William C. Wampler. I have the honor to represent the 
Ninth Congressional District of Virginia in the House of Repre- 
sentatives. 

I deeply appreciate this opportunity to appear before your com- 
mittee and testify as a proponent of this legislation. 

I do not appear before this committee as an expert on railway 
retirement legislation, but as one who is interested in what appears 
to be a very unfair and iniquitous situation with respect to those 
persons who worked under both the railroad-retirement system and 
the social-security system. 

On March 23, 1953, I introduced H. R. 4171 in the House of Repre- 
sentatives. Subsequently, on July 24, 1953, the House of Representa- 
tives passed H. R. 356 which carries the saine provisions as did H. R. 
4171. 

This bill would repeal the provisions of the Railroad Retirement 
Act amendments of 1951 that prohibit an increase in railroad-retire- 
ment benefits to those persons who also have coverage under the Secial 
Security Act. 
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The 1951 railroad-retirement amendments provided for a 15-percent 
increase in annuity benefits. If a person was receiving, or was en- 
titled to receive, benefits under the social-security system, he was 
denied that increase and had his railroad-retirement annuity decreased 
by the amount he receives or is entitled to receive under the social- 
security system. 

In 1952, Congress voted a $5 monthly increase in social-security 
pensions. Those persons who receive railroad-retirement annuities 
and social-security annuities were granted this $5 monthly increase, 
but their railroad-retirement annuity was decreased simultaneously 
by an additional $5, thus nullifying, in my opinion, the relief Con- 
gress intended to grant when it passed the bill. 

It is my considered judgment that thousands of retired railroad 
workers were the victims of a gross injustice under the provisions of 
the 1951 amendments to the Railroad Retirement Act when they were 
denied payment of dual benefits. 

The special Joint Committee on Railroad Retirement Legislation, 
the so-called Douglas Committee, in its report states, I believe, that 
about 13.2 percent of current beneficiaries, or 35, 000 of the 265 000 
current annuitants, are affected by the discriminatory action of pro- 
hibiting an increase in benefits to those entitled to dual benefits. 

The committee’s study also reveals that the cost of removing the 
restriction would be less than one-fourth of 1 percent of the payroll 
tax. Therefore, in a matter of a few years, the savings to the retire- 
ment fund will disappear entirely through the death of those to whom 
the restriction applies. 

I think it is particularly important to stress that the Douglas com- 
mittee as recommended in its report on the Railroad Retirement Act 
that the prohibition of dual payments should be abolished. 

The district which I have the honor to represent in Congress is 
served by the following important coal-hauling railroads: The South- 
ern; Norfolk & Western; Chesapeake & Ohio; Carolina, Clinchfield 
& Ohio; Louisville & Nashville; the Virginian, and Interstate. 

Railroading is one of our vital industries and it affords employ- 
ment to many of my constitutents. 

During my campaign for Congress, and on subsequent visits to my 
district during the recess of Congress, I have had an opportunity to 
visit the railroad shops and discuss this problem with the railroad 
workers and to learn something of their views on this important legis- 
lation. : 

My interest in this legislation is to help improve and strengthen the 
railroad retirement system. 

The railroad retirement system does not belong to the Federal Gov- 
ernment or to the Congress. It belongs to the men who work on the 
railroads of America. The Congress acts merely as a trustee of their 
fund. 

Congress has a very serious moral obligation to respect the wishes 
of the people who actually own the retirement fund. We should give 
the railroad workers every benefit consistent with the solvency of 
their retirement fund. 

We must guarantee today’s railroad workers that their future bene- 
fits will always be protected. It is my firm conviction that the en- 
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actments of this legislation will not be inconsistent with this premise. 

Mr. Chairman, I hope the committee will take favorable action on 
this legislation. 

Senator Griswoitp. Thank you. 

Do you have any questions, Senator Murray ? 

Senator Murray. No. 

Senator Griswotp. Senator Hill. 

Senator Hix. No questions. 

Senator Griswoip. Senator Cooper ? 

Senator Upton? 

Senator Urron. No questions. 

Senator Griswotp. Thank you very much, Mr. Wampler, Mr. Lati- 

mer, we will be happy to hear from you now. 


STATEMENT OF MURRAY W. LATIMER, ON BEHALF OF THE 
BROTHERHOOD OF ENGINEERS, FIREMEN, TRAINMEN, AND CON- 
DUCTORS, WASHINGTON, D. C. 


Mr. Latimer. Mr. Chairman, my name is Murray W. Latimer. I 
am a consultant, specializing in employment benefit plans, with offices 
at 1625 K Street NW., in Washington. 

I appear here in support of proposals to amend the Railroad Retire- 
ment Act by eliminating, as of its inception, the so-called social se- 
curity offset now incorporated in the Railroad Retirement Act. 

T appear on behalf of four railroad labor organizations, the Brother- 
hood of Locomotive Engineers, the Brotherhood of Locomotive Fire- 
men and Enginemen, the Order of Railway Conductors, and the 
Brotherhood of Railroad Trainmen. 

Mr. Chairman, I have a statement here which I should like to ask 
be filed in the record. Since it is fairly lengthy, and in places some- 
what technical, I think it would both save time and be clearer if I 
might summarize rather than read; but I would like to have it in- 
corporated in the record. 


Senator Griswoip. Without objection, the statement will be incor- 
ported in the record. 


(Mr. Latimer’s prepared statement is as follows :) 


STATEMENT OF Murray W. LATIMER, ON AMENDMENTS TO THE RAILROAD 
RETIREMENT ACT 


I appear here in support of proposals to amend the Railroad Retirement Act 
by eliminating, as of its inception, the so-called social-security offset. This 
offset was incorporated in the Railroad Retirement Act by the amendments of 
October 30, 1951, and was itself extended by the Social Security Act amendments 
of 1952 

The prescription for the social-security offset is to be found in the last para- 
graph of section 3 (b) of the Railroad Retirement Act, as amended, which 
paragraph reads as follows: 

“The retirement annuity or pension of an individual, and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such in- 
dividual is, or on proper application would be, entitled to an old-age insurance 
benefit under the Social Security Act, as follows: (i) in the case of the individ- 
ual’s retirement annuity by that portion of such annuity which is based on his 
years of service and compensation before 1937, or by the amount of such old age 
insurance benefit, whichever is less, (ii) in the case of the individual’s pension, by 
the amount of such old age insurance benefit, and (iii) in the case of the spouse’s 
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annuity to one-half the individual’s retirement annuity or pension as reduced 
pursuant to clause (i) or clause (ii) of this paragraph: Provided, however, That, 
in the case of any individual receiving or entitled to receive an annuity or 
pension on the day prior to the date of enactment of this paragraph, the reduc- 
tions required by this paragraph shall not operate to reduce the sum of (A) 
the retirement annuity or pension of the individual, (B) the spouse’s annuity, 
if any, and (C) the benefits under the Social Security Act which the individual 
and his family receive or are entitled to receive on the basis of his wages, to an 
amount less than such sum was before the enactment of this paragraph.” 

By section 1 (q) of the act, as amended to October 1951, the amount of the 
old-age insurance benefit was to be determined on the basis of the Social Security 
Act as amended in 1950. By section 6 (d) (1) of the Social Security Act amend- 
ments of 1952, section 1 (q) of the Railroad Retirement Act was modified so as 
to produce social-security offsets based on the 1952 instead of the 1950 Social 
Security Act amendments. 

On behalf of the organizations which I represent, I wish to urge that this 

ommittee report favorably on H. R. 356 or an identical measure. These organi- 

zations are deeply grateful for the widespread interest in the repeal of the 
“social-security offset” as evidenced by the fact that in the first session of this 
Congress 18 bills were introduced into the House and 3 in the Senate for that 
purpose. The enactment of any one of these bills would carry out the major 
purpose sought to be accomplished by these organizations. The bills themselves 
differ in some matters of detail; but, in principle, the end result aimed at by 
all of them is identical. Since one of these bills has already been passed by 
the House, and since it contains language intended to simplify administration 
which is not in any other measure now pending in the Senate, we believe it 
desirable to report favorably on H. R. 356 in the form passed by the House. 

In this statement I shall, first of all, describe the operation of the “social- 
security offset.’ I shall then submit the reasons why, in the opinion of the 
organizations which I represent, the “‘social-security offset” provision should be 
repealed. It may be helpful to state these reasons in summary form at this 
point. 

First of all, the Railroad Retirement Act was enacted for the purpose of 
providing annuities which were nonforfeitable and, once entered upon, were to be 
paid in full for every month except those in which work was performed for a 
covered employer or for the last person (if not such an employer) by whom 
the annuitant had been employed before his annuity began. The 1951 amend- 
ments produced reductions in railroad annuities on account of rights arising 
from work which, until the day before the amendments were enacted, had no 
connection whatever with the railroad annuity. This sudden change from a 
retirement system without forfeitures to one in which part—or all—of tens of 
thousands of annuities were forfeited resulted in bitter resentment among the 
railroad membership of the organizations I represent here; and it has been 
accompanied by a marked loss of confidence in the basic equity of the Retire- 
ment Act. 

Second, the provision has intensified the bitterness because it nullifies, in 
whole or in part, for many thousands of railroad annuitants, any improvements 
in benefits under title II of the Secial Security Act. 

Third, the social-security offiset provision has produced a series of inequities: 
(i) as between railroad employees with prior service credits under the Railroad 
Retirement Act who have an insured status under title II of the Social Security 
Act and those who do not; (ii) as between such railroad employees and persons 
covered by other Federal retirement systems; (iii) as between such railroad 
employees and persons covered by many industrial and local governmental pen- 
sion plans; and (iv) upon employees involuntarily separated from railroad 
service. I shall contend that these inequities constitute injustices which justify, 
even demand, immediate and retroactive correction. The fourth reason for 
favoring repeal is that the social-security offset provision has needlessly com- 
plicated administration of the act. Two aspects of this may be cited: the hard- 
ships resulting from great numbers of adjustments for overpayments, and the 
complete lack of understanding of the beneficiaries as to what are the complex 
provisions of the act. 

I shall next deal briefly with the nontinancial contentions by which the offset 
provision has been supported, indicating my reasons for thinking them unsound. 
Finally, I shall mention, without extended analysis, the financial factors to indi- 
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cate that these do not and cannot warrant the continued perpetration of injustice 
on thousands of retired railroad workers. 
Operation of the “social-security offset” 

Under the Railroad Retirement Act an annuity is basically an amount deter- 
mined by multiplying the sum of certain percentages applied to different seg- 
ments of “monthly compensation” by the number of years of service. The num- 
ber of years of service is the total number of years of service with all employers 
covered by the Railroad Retirement Act as of the date the service was rendered 
(or would have been covered if the act had then been in effect). This is subject 
to one important qualification: if the total number of years of service exceeds 
30, of which the part representing service after 1936 is less than 30, there will 
be included in credited years of service no more years of service before 1937 
than are required to bring the total credited years of service to 30. Therefore, 
before 1967 no employee’s credited service can exceed 30 years; and prior service 
will be involved in many annuity awards made in 1967 and later years. 

“Monthly compensation” is the average over the entire period of service, 
eliminating any compensation in any one month in excess of $300, except that 
where service before 1937 is credited, the compensation therefor is to be deemed 
the average for the months of service in the 8-year period 1924 to 1931. This 
last sentence is subject to exception in insufficient service cases, with which we 
need not be concerned here. 

To calculate the “monthly compensation” the prior service average is multiplied 
by the number of months of credited prior service and the product is added to 
credited compensation since 1936; the “monthly compensation” is the quotient of 
this sum divided by the total credited service. The percentage factors to be 
applied to the monthly compensation are: 

2.76 percent of the first $50; 
2.07 percent of the amount, not over $100, in excess of $50; 
1.38 percent of the excess over $150. 

In the accompanying table A, I give a number of examples of annuity calcula- 
tions based on varying combinations of length of prior and subsequent service 
and of average compensation in the two periods. 

Look, for example, at employee 2 in table A. He transferred to a war plant 
at the first of 1942, when he was 56. He had 5 years of continuous service after 
1936 during which he received $200 in each month. His railroad service before 
1937 totaled over 30 years, but the 30-year limit reduced the amount credited to 
25 years. The 1924-1931 average was $100 per month, so that the overall 
average was $116.67 per month. The Railroad Retirement Act annuity, without 
offset, for which he qualified early in 1951, was $72 per month. The amendments 
of October 1951 would, but for the Social Security offset, have increased employee 
2’s annuity by 15 percent, or to $82.80, the amount shown on table A. That part 
of the annuity which was subject to offset was $60.38. 
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TaBLe A.—Jllustrative calculations of monthly compensation and annuities under 
the Railroad Retirement Act, as amended in 1951 


Years of service Credited compensation 





Total Portion of 
Before After Average, Aggregate sation ce are oun “ts 
937 1936 1924-31 after 1936 offset offset 

l 25 5 $100 $9, 000 $108. 33 $50. 38 
2 25 5 100 12, 000 116. 67 | 60. 38 
3 25 F 100 15, 000 | 125. 00 60. 38 
4 2 5 100 18, 000 133. 33 60. 38 
5 25 5 150 9, 000 150. 00 | 86. 25 
6 25 5 150 12,000 | 158, 33 86. 25 
7 25 5 150 15, 000 166. 67 86. 25 
8 25 5 150 18, 000 | 175. 00 &6. 25 
25 5 200 18, 000 | 216. 67 103. 50 

0 25 5 250 18, 000 | 258. 33 | 120. 75 
11 25 5 300 18, 000 | 300. 00 | 138. 00 
12 20 10 100 18, 000 116. 67 | 48. 30 
13 ” 10 150 24, 000 | 166. 67 69, 00 
14 20 10 200 39, 000 | 216. 67 | 82. 80 
15 20 10 250 36, 000 | 266. 67 96. 60 
If 20) 10 300 36, 000 300. 00 | 110, 40 
17 18 12 100 21, 600 | 120. 00 43. 47 
18 18 12 150 28, 800 | 170. 00 | 62. 10 
19 18 12 200 36, 000 | 220. 00 | 74. 52 
20 18 12 250 3, 200 270. 00 | 86, 94 
21 18 12 300 43, 200 | 300.00 | 99. 36 
22 15 15 100 27, 000 | 125.00 | 36. 23 
23 15 15 100 54, 000 | 290.00 | 36. 23 
24 15 15 125 000 | 137. 50 43.99 
25 15 15 150 54, 000 225. 00 51. 75 
26 15 15 150 27, 000 150. 00 51. 75 
27 15 15 200 45, 000 | 225. 00 62. 10 
28 15 15 250 54, 000 275. 00 72. 45 
29 15 15 300 54, 000 390. 00 82. 80 
30 15 5 100 2, 000 | 125. 00 36. 23 
31 15 5 150 15, 000 175. 00 51.7 
32 15 5 200 15, 000 212. 3 62.10 
33 15 10 200 24, 000 200. 00 62. 10 
34 15 10 225 30, 000 235. 00 7. 2 
35 15 10 250 36, 000 270. 00 72.45 





Employee 2 has intended to apply for the social security benefit at the same 
time as for railroad retirement. When a good new job was promised him just 
after he applied for the railroad annuity, to begin in a few weeks he decided not 
to file for social security, though filing would have made him entitled to an old-age 
insurance benefit. He finally stopped work on the new job at the end of March 
1952. His social security benefit, as of April 1952, was $63.40. 

Following the railroad retirement amendments of October 1951, employee 2 
continued for the time being, to receive $72 per month under the Railroad Retire- 
ment Act; he could have been entitled to a social security benefit of about $55 
per month if he had filed an application. But he had not filed the application, so 
his entitlement was limited to the railroad annuity. 

But for the saving proviso, employee 2’s annuity would have been reduced; 
for the social security offset is normally based on either the amount of the social 
security benefit to which an annuitant is entitled, or the amount to which he 
would be entitled if he made application. Except for the saving proviso, em- 
ployee 2’s annuity would have been increased by 15 percent from $72 to $82.80 and 
reduced by the amount of the social security benefit which is less than the annuity 
based on prior service and compensation. But the saving proviso of the para- 
graph quoted on the first page of this statement operates to keep the railroad 
annuity of $72—no decrease, but no increase either. 

When employee 2 leaves his social security work and applies for and becomes 
entitled to a social security benefit, the railroad annuity is reduced, At the 
time of initial entitlement, the social security amount of employee 2 was $56.30 
per month. This amount is subtracted from employee 2’s annuity after the 15 
percent increase, being less than the prior service annuity. So, at that point of 
time, employee 2 is paid $82.80, the amount he would have been receiving under 
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the Railroad Act since November 1951, but for the fact that, upon application, 
he was entitled to a social security benefit. But only $26.50 of the $82.80 is paid 
for by railroad retirement, the balance being paid under social security. 

In 1952, employee 2’s social security benefit is increased to $63.40. The sub- 
traction from the railroad annuity is increased, but not by the whole amount of 
the social security increase, since the total amount subject to offset, as shown in 
table A, is $60.38. 

Table B shows for a number of the employees listed in table A, the operation 
of the social security offset as of now, or, in certain cases of employees not yet 
retired, as of the time of retirement. While, where applicable, the social security 
benefit under the 1950 amendments is indicated, the offset is not traced. 

Line 9 in table B shows the current situation for employee 2: The total rail- 
road retirement and social security benefits for him are $85.82 per month. Of 
this, $22.42 is paid under the Railroad Retirement Act and $63.40 under social 
security. 

Table B shows that, if there had been no Social Security Act amendments since 
1939, and the railroad retirement amendments of 1951 had not been enacted, 
employee 2 would now be receiving $104.19 per month. He has not only failed 
to benefit from liberalizing legislation; he is worse off by over 17 percent of the 
income he could have received without the 3 measures mentioned. 


TABLE B.—/ Illustrative inequities resulting from social security offset 























PART 1 
| Employee 
} | 
| 1 2 10 } 15 
Di BE is ckitet cuss bea nebneetocts .| Apr. 28,1876 | Nov. 20,1885 | Nov. 20, 1885 Dec. 1, 1881 
2. Closing date! for social security wage | 
credits_- Jan. 1,1947| Apr. 1,1952 | Apr. 1,1952 | Oct. 1,1952 
3. Quarters of social security coverage: | | 
(a) Before 1951____._.- Sieca 18 | 30 TT... 
(6) After 1950_....-- edignaaloe 0 5 | 5) Ks a 
4. Social security w: age credits: 
(a) Before 1951__.__- $13, 500 $22, 265 $22, 265 | $9, 600 
(b) After 1950 (excluding ¢ excess Over | | 
$3,000)... wou " o« $0 | $3, 525 $3, 525 | $5, 250 
(c) Total after 1950__ _. — $0 $4, 125 | $4, 125 $5, 250 
5. Number of increments: | 
(a) Actual..... laa t 5 9 v9 4 
(6) Additional after 1950 if 1939 | 
amendments in force........- 6 11 | 11 | 6 
6. Primary amount: | | 
(a) Under 1939 amendments....-_-.-- $27. 56 $32. 19 | $32. 19 | $24. 23 
(6) Under 1950 amendments...._..-. $50. 90 $56. 30 $56. 30 | (2) 
(c) Under 1952 amendments... .--- $57. 30 $63. 40 $63. 40 $77. 50 
(d) Under H. R. 7199 (approximate) . $62. 30 $69. 80 | $69. 80 $88. 50 
7. Sum of railroad annuity and social se- 
curity primary to which entitled on 
Oct. 29, 1951__..- ‘ $118. 40 3 $72.00 | 3 $93.00 | 3 $132. 00 
8. Sum of social security ‘(as under 1939 | 
amendments) and railroad retirement | | 
(as of Oct. 29, 1951) on Feb. 16, 1954___. $95. 06 $104. 19 | $125. 19 $156. 23 
9. Sum of railroad retirement and social | 
security as of Feb. 16, 1954... . $118. 40 $85. 82 | $106. 95 | $151. 80 
10. Sum of railroad retirement (as of Feb. 16, ' 
1954) and social security if H. R. 7199 
CONE sak citnnee cas wninubitbines $118. 40 | $92. 22 $106. 95 | $151. 80 
11, Sum of social security (as of Feb. 16, 1954) | 
and railroad retirement if H. R. 356 
BE ES ee eer ee a $134. 93 $146. 20 | $170. 35 $229. 30 








After giving effect to any favorable recomputation. 

2 Not necessary for comparisons. 

3 Railroad annuity only; not entitled to social security. 

4 Simultaneous coverage under social security while employes on a railroad after 1936, 
5 As of closing date (item 2) for social security wage credits. 
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PART 2 


Employee 


17 18 21 





1. Date of birth ; June 21,1883 | May 15,1888 | May 15, 1888 
2. Closing date! for social security wage 


credits nea mama ett 1,1949 | July 1,1955 | July 1, 1955 
3. Quarters of social security coverage: 
1) Before 1951 48 56 4 56 
(h) After 1950 om eS : 0 | 18 18 
4. Social security wage credits: | 


2) Before 1951 4 $21, 600 4 $33, 600 4 $33, 600 


h) After 1950 (excluding excess over 
$3,000 0 $13, 800 $13, 800 
(c) Total after 1950 e 0 $2, 400 $2, 400 
5. Number of increments: 
a) Actual ‘ 12 14 la 
bh) Additional after 1950 if 1939 


amendments in force ‘ 0 5 5 | 


6. Primary amount 








Under 1939 amendments ‘ $33. 60 5 $43. 26 6 $43, 26 
(6) Under 1950 amendments $57. 80 (?) (?) 
(c) Under 1952 amendments $65. 10 5 $85. 00 5 $85. 00 
U 


(d nder H. R. 7199 (approximate). $72. 00 5 $98. 50 5 $98. 50 
7. Sum of raflroad annuity and social secu- 
rity primary to which entitled on Oct 





29, 1951 $131. 60 0 0 
8 1m of social security (as under 1939 

amendments) and railroad retirement 

(as of Oct. 29, 1951) on Feb. 16, 1953 $107. 40 5 $140. 46 § $187. 26 
9. Sum of railroad retirement and social 

security as of Feb. 16, 1954 $131. 60 § $134. 68 § $165. 60 
10. Sum of railroad retirement (as of Feb. 16 

1954) and social security if H. R. 7199 

enacted 7 ¢ = $131. 60 | §$148.18 | 5 $165. 60 
11. Sum of social security (as of Feb. 16, 1954 | 

and railroad retirement if H. R. 356 | 

enacted pupieadente ouieiene $149. 97 | * $196. 78 5 $250. 60 


See part 1 of this table for footnotes 
PART 3 


1. Date of birth Jan 
2. Closing date ! for social security wage credits Apr 
3. Quarters of social security coverage 

1) Before 195 

h) After 1950 
4. Social security wage credits 

Before 1951 
b) After 1950 (excluding excess over $3,00( 





5. Nu r of il ts 
1) Actual 

A ent force 
6. Pri y an 

Unk 9 

Un 

lly > arr 

Ur R 





Sum of railroad annuity and social security primary to 

titled on Oct. 29, 1951 

&. Sum of social security (as under 1989 amendments) and 
i retirement (as of Oct. 29, 1951) on Feb. 16, 1953 

9. Sum of railroad retirement and social security as of Feb. 





t (as of Feb. 16, 1954) and social 
security if H. R. 7199 enacted 
11. Sum of social security (as of Feb. 16, 1954) and railroad 
tirement if H. R. 356 enacted 


1llroad retiremer 


31 


14, 1888 
1, 1957 


36 


Or 


$27, 000 
$19, 200 
$3, 600 


9 


$39. 45 


$85. 00 
$98. 50 


0 
§ $105. 45 
§ $109, 15 
§ $122. 65 


5 $160. 90 


See part 1 of this table for footnotes 





Nov. 27, 1892 
July 1, 1961 


5 


1 
4s 


No 


$7, 500 
$18, 900 
0 


11 


27. 58 





: 80 
$71. 60 





28 


Mar. 28, 1900 
July 1,1968 


0 
66 


0 


$44, 000 
$5, 500 


0 


17 


§ $31.17 
(2) 

6 $76. 30 

* $87.00 


| 0 


5 $166.17 
§ $159. 10 


§ $169. 80 


§ $231. 55 


34 


| Aug. 16, 1894 
Oct. 1, 1964 

16 

55 

$10, 500 


$41, 700 
$7, 800 


4 
14 


$36. 20 

v) 
| $85. 00 
| $98. 50 
1 0 


5 $147, 20 


5 $140. 20 
& $153. 70 
§ $212. 65 


3 
: 
: 
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Employee 2 would have been better off had he filed application for social 
security before October 1951. Employee 1 did so file; and while both his rail- 
road compensation and his social security wages were less than those of employee 
2, his retirement income is almost 40 percent greater, mainly because of the 
difference in what, at the relevant time, was wholly unrelated to railroad 
retirement; the filing of a social security application. 

It is of some interest to notice that, in table B, in addition to employee 2, 
employees 10 and 15 are now receiving less retirement income than if the social 
security amendments of 1950 and 1952, and the railroad retirement amendments 
of 1951 had never been enacted. Employees 18, 21, 28, 32, and 34 will suffer the 
same fate when they finally retire. If the administration-sponsored social 
security amendments were to be enacted, the situation would not be improved 
to any marked degree. No attempt was made to estimate the effects of (i) the 
increase in creditable wages from $3,600 to $4,200 per year, or (ii) the dropout 
provision. In only 3 of the 8 cases in which employees receive, or will receive, 
less than under the acts before the 1950, 1951, and 1952 amendments will there 
be an increase to above these preamendment amounts—with a maximum increase 
of about 5 percent. 

It would be interesting to know how many cases of the types which tables A 
and B describe have occurred under the operation of the social security offset 
provision. No one knows. 

In the House hearings last summer, the Railroad Retirement Board reported 
an estimate as of the end of 1952, based on a 1 percent sample, of 30,200 cases of 
reduction averaging not quite $20 per month—27 percent. How much error was 
contained in this estimate and how many new reductions have been made has 
not been made a matter of record, so far as I am aware. 

So much for general description. I now turn to the reasons why, in my 
judgment and in the judgment of those whom I represent, repeal of the social 
security offset provision is imperative. 





The Railroad Retirement Act was created to provide annuities payable inde- 
pendently of any factor other than retirement 


The Railroad Retirement Act was conceived for the creation of rights to 
annuities which would be independent of any other annuity or pension (except a 
railroad pension payable under one of the private railroad plans and taken over 
under the 1937 act) and of any work in which an annuitant might engage after 
he was 65, except work for a covered employer and for any other employer if 
the employment with him was the last before the annuity was entered upon. 

I could document this assertion at considerable length ; that seems unnecessary 
now. Fora brief indication of what might be cited, I refer to my testimony on 
pages 162-164 of the hearings on H. R. 356 before the Committee on Interstate 
and Foreign Commerce of the House, June 2-5, 1953. 

It is certain that the railroad annuitant and pensioners over 65 had every 
reason to believe that, so long as they did not work for an employer in 1 of the 
2 classes referred to, the railroad retirement annuities were assured by the 
Government of the United States for the remainder of their lives. For over 
30,000 of these annuities, probably the number has risen to nearly 40,000 by 
now, that assurance has proved to be hollow. 

It was inevitable that this repudiation of what was thought to be a promise 
has caused resentment and bitterness and distrust. As one who believes in and 
has devoted many years to the development of social insurance in this country, 
I am particularly concerned about the distrust. Social insurance cannot operate 
without faith on the part of those affected that the Government operating system 
will carry out its promises—not indirectly, not in some cases—but directly and 
in all cases. I have no hesitancy in asserting that the social security offset 
provision has done more to create doubt as to the good faith of this Government’s 
social insurance program than anything that any avowed enemy of that program 
has ever done or ever can do. 


The social-security offset nullifies social-security increases for those annuitants 
affected 
As I pointed out above, there are cases in which the social security offset 
provision operates to deprive railroad annuitants of the benefits of all the liberali- 
zations made since 1949 in both old-age and survivors insurance and in railroad- 
retirement annuities. 
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There is now pending before the Congress a recommendation of the President 
that the benefits under title II of the Social Security Act be further increased. 
The reception accorded these recommendations has been such as to indicate 
they will be acted upon favorably in this session of the Congress. In that 
event, not far from 6 million American citizens will receive immediate increases 
in retirement or survivor incomes. Among these will be not a few persons 
whose benefits derive soely from the Railroad Retirement Act. 

A conspicuous exception to the beneficent effect of enactment into law of 
the presidential reommendations will be the group of railroad retirement annui- 
tants who have become entitled, or could upon application become entitled, 
to social security. According to the 1-percent sample of the Railroad Retirement 
Board, only 10 percent of the individuals in this group had, at the end of 1952, 
already received maximum deductions. The number of persons in the group 
has doubtless increased. For some 30,000 railroad annuitants, a further increase 
| security will serve partly or wholly to reduce the railroad annuity 
with no increase in income to the retired annuitant. 

The reductions in railroad annuities in late 1951 and early 1952, following 
the Railroad Retirement Act amendments of 1951, had unfortunate repercus- 
sions. ‘These were intensified by the second round of cuts following the Social 
Security Act amendments of 1952. If Social Security Act amendments of 1954 
cause the axe to fall for a third time, the previous tempests are likely to seem 
mild. The offset provision ought to be repealed begore the third wave strikes. 


in socia 


Inequities between present and future railroad annuitants who do and do not 
have insured status under social security 

The offset provision produces inequities between railroad annuitants, present 
and future, who have and who do not have an insured status under title IT 
of the Social Security Act. For a full understanding of these inequities, a bit 
of the history of the Social Security Act is essential. From the beginning, title 
II of the Social Security Act has provided for old-age benefits much higher, 
in the early years of operation, than could be paid if the amount available for 
the average beneficiary were limited to the taxes based upon his own wages. 
In the 1939 amendments the excess of benefits over the value of taxes, considered 
individually, was increased substantially over the original benefits for years 
up to about 1952-55. Qualifying employment for old-age benefits in 1940 was, 
for employees then at or approaching 65, substantially the same as in the recent 
past. Although there was known to be a substantial volume of coverage com- 
mon to the Railroad Retirement and Social Security Acts, it occurred to no one, 
I am sure, to reduce railroad retirement annuities and pensions because of 
any excess in the value of social security old-age beenfits over what would 
be provided, individual by individual, from the old-age taxes. 

When the 1939 amendments to the Social Security Act were passed, the average 
annual wage of covered employees was less than $900. Taking the average 
as $900 and 30 years as a reasonable average potential service, the benefit 
formula would produce 39 percent of average pay. 

Average wages taxable under title IT of the Social Security Act more than 
doubled between 1939 and 1950—from about $881 to $1,809. In relation to aver- 
age taxable wages the benefits produced by the 1939 benefit formula had declined 
from almost 40 percent of average pay to 26 percent. The 1950 amendments 
brought benefits payable on average wages of $1,809 per annum up to a point, 
in relation to such wages, agout 3 percent lower than the corresponding point 
(assuming 30 years of coverage) in 1939. In other words, the 1950 Social Secu- 
rity Act amendments made no basic change of policy in either qualification re- 
quirements or in the relationship between average wages and benefits. 

In addition to bringing benefits back into line with wages, the coverage of 
title II was extended to several groups previously outside the scope of the 
system. In order that those persons who were newly covered by the old-age 
and survivors insurance system might receive benefits without long delay, the 
amendments made provision for a new start beginning after 1950. This, again, 
was in substantial measure a repetition of the procedure of 1939. Without go- 
ing into detail, it became possible for persons (covered for the first time, or with 
a little earlier coverage) to qualify for substantial annuities with as little 
as six quarters of social security coverage if, at the begining of 1950, such per- 
sons were 6114 years of age or over. Qualification by virtue of so small a num- 
ber of quarters of coverage can be achieved only by persons who die or attain 
age 65 before July 1, 1954, but not until 1962 will the eligibility qualifications for 
the old-age benefit under the new start be half as long as before the 1950 amend- 
ments. 
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Preliminary data indicate that average wages creditable under title II in 1952 
were $2,133. Under the 1950 Social Security Act amendments the old-age in- 
surance benefit for a $2,183 annual wage was $739.20 perannum—35 percent 
of the wage. This is relatively 10 percent lower than the long-range level ex- 
pected in 1939. The 1952 Social Security Act amendments raised benefits by 
changing the formula; after the change benefits at the average wage level were 
still relatively a little lower than in 1950. No changes were made in qualifica- 
tion requirements in 1952. It may be mentioned in passing that the Social 
Security Act amendments of 1952 increased all social security offsets by a mini- 
mum of $5 per month and a maximum of $8.60—without any hearing by any 
committee of the Congress, and while this matter was presumably under in- 
vestigation by a joint committee of the Congress created for the purpose. 

With this as a background, let us compare the income under the Railroad 
Retirement Act of two employees—15A and 15B, whose credits under the act 
and dates of birth are the same as for employee 15 in table A. While both em- 
ployees had credited service of 39 years, employee 15A had total service of less 
than 31 years while 15B’s actual service aggregated 42 years. Both employees 
retired from railroad service in January 1947 and were awarded railroad retire- 
ment annuities of $110 per month; these were increased, in 1948 to $132 per 
month. 

Employee 15A is single and has a small farm on which, after retirement, he 
lieves. He seeks no other work. Employee 15B is married; his wife, 10 years 
younger than he is, is in poor health. His annuity, originally $110, is not 
sufficient for support, but in February 1947 he got a job subject to title II, from 
which he accumulated the social security wage credits shown on table B for 
employee 15. When the Social Security Act amendments of 1950 became effec- 
tive employee 15B became fully insured. He could have become entitled to old- 
age insurance benefits upon filing a proper application, but he did not do so 
until October 1952. 

By the fourth quarter of 1951 employee 15B would, upon application, have 
been entitled to a primary old-age benefit of $41.20. Uader the amendments of 
1951, Railorad Retirement Act annuities in general were increased by 15 per- 
cent, subject to the social security offset, including the saving proviso. The 
annuity of employee 15B, if increased 15 percent from $132, would have been 
$151.80. The social security offset would have reduced this to $110.60. But 
the saving proviso would, until such time as 15B became entitled to an old-age 
insurance benefit, operate to maintain his annuity at the amount for September 
1951—$132. The old-age insurance benefit to which 15B would have been en- 
titled increased to $42 in the first quarter of 1952; but operation of the saving 
proviso continued the annuity at $132. 

Employee 15B actually became entitled to an old-age benefit upon filing his 
application in October 1952. At that time he had 7 quarters of coverage after 
1950; his old-age insurance benefit was smaller than his prior service annuity 
so that his total retirement income was exactly the same as that of 15A, who 
receives no social security. For an identical credit in service record and an 
actual 10 year longer service record, 15A receives a railroad retirement annuity 
$77.50 per month less than employee 15B. 

In passing, it may be pointed out that if employee 15B had filed an application 
for the old-age insurance benefit at any time from November 1951 through 
September 1952, his retirement income would have been immediately reduced. 
Fortunately, while no one told him of this disastrous consequence of establishing 
his right to the social security old-age insurance benefit in advance of actual 
retirement (if after the 1951 amendments), he assumed there was no point in 
applying before he quit work. Many others found out the hard way. 


Inequity as between railroad employees and employees covered by other Federal 
retirement systems 


Under the Civil Service Retirement Act many, perhaps most, annuities now 
payable to Federal employees are based on service before the establishment of 
the system in 1920; this prior service will continue to be a factor in Federal 
annuities for some years. Moreover, most of the pension credits now consti- 
tuting the annuity liabilities under the Civil Service Retirement Act have not 
been paid for, the financial statement of June 30, 1952, showing a deficit of almost 
$5 billion. Large numbers of Federal employees have been or will be receiving 
old-age benefits under title II of the Social Security Act on the basis of the new 
start. But no serious consideration has been given to any move to reduce any 
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civil service annuity because of the annuitant’s entitlement to old-age insurance 
benefits under title II of the Social Security Act. 

Similar observations may be made about the Foreign Service retirement sys- 
tem, the plan for the employees of the Office of the Comptroller of the Currency, 
that for civilian teachers at the Naval Academy, and those (based on general 
rather than specific statutory authority) of the Federal Reserve banks and the 
Tennessee Valley Authority, all of which contain elements of prior service credit 
which, except in the case of the Tennessee Valley Authority, are quite substan- 
tial. Employees of the Federal Reserve banks were brought under the social- 
security system by the Social Security Act amendments of 1950, but no annuity 
credit which previously had been paid with respect to service theretofore rendered 
was diminished by as much as a single penny. Retired Federal Reserve em- 
ployees are not penalized if they qualify for old-age insurance benefits. 

All of the systems for Federal employees mentioned thus far are supported 
in part by employee contributions. There have been a number which provide 
annuities entirely at Government expense. These systems may be identified as: 

Army and Air Force. 

Navy and Marine Corps. 

Coast and Geodetic Survey. 

Coast Guard. 

Army Nurse Corps and Women’s Medical Specialist Corps. 
Navy Nurse Corps. 

Public Health Service. 

Wederal Judiciary. 

Judiciary of Federal Territories and Possessions. 
Construction Period Workers on Panama Canal. 
Canal Zone Employees Benefits. 

In no one of these plans maintained by the Federal Government is the annuity 
to which the person is otherwise entitled diminished by a single penny because 
of his simultaneous entitlement to an old-age or survivor’s insurance benefit 
under title II of the Sogal Security Act. In the Federal Government this is a 
unique distinction reserved for railroad employees. 

Inequities as between railroad employees and employees in other industries 

By and large, in industries in which pension plans operate, the increase in 
social security old-age insurance benefits has gone, with no or minor offset, to 
the advantage of the employees. For example, pensions payable under the plans 
of the Bell Telephone Cos. to employees who retired after 30 years of service 
have been increased since the middle of 1949 for employees whose pension com- 
pensation base is $150 per month by more than 100 percent. If the pension 
compensation base is $200 per month, the increase is a little over 60 percent, while 
at the $250 level the increase has been about 16% percent. These increases 
refer to the pensions paid by the companies. In the Bell companies, pensions 
are based on the compensation in the last (or, at the discretion of the company 
pension committee, the highest consecutive) 10 years of service; there is no 
limit on creditable service, the average pension being based on periods substan- 
tially longer than 30 years. And employees make no contributions. 

The Du Pont Co. has a plan which, as of today, calls for offset of the full 
amount of social security old-age insurance. But the plan was modified in 1950 
so as to give to employees the entire increase in the old-age insurance benefits 
and a little more besides. Further, at the forthcoming meeting of Du Pont 
stockholders, action will be taken on a management proposal to eliminate the 
social security deduction entirely. Approval of the proposal may be counted 
upon. No contributions to pension costs are made by Du Pont employees. 

There are full offset plans in the steel industry, most of them established in 
1949 or 1950. In the case of the plan of United States Steel, the average pen- 
sion paid by the corporation today is lower than in 1949. The comparison is 
without significance because most rank-and-file steelworkers retiring in 1948 and 
1949 got no company pension. As a practical matter, steelworkers have, in 
general, had the benefit, as compared with 1949, of the entire increase in social 
security, plus a substantial increase in company payments. 

tather than go into a large number of case histories, I append to this state- 
ment a list of companies and of pre-1950 plans covering groups of employees 
working for several employers indicating briefly the effect on the company pen- 
sion or annuity of the 1950 and 1952 Social Security Act amendments. — 
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The effect of social security offsets on employees involuntarily separating 

There are a number of situations in which employees not yet retired will be 
placed at a substantial disadvantage in amount of annuity by the operation ef 
factors over which they have no control. There are a number of possible situ- 
ations which can arise; I shall touch on only one. 

The Pacific Electric Railway has for many years operated a local and inter- 
urban transportation system centering in and radiating out from Los Angeles. 
On March 4, 1953, the company sold its passenger business, subject to approval 
of Federal, State, and municipal regulatory authorities. The Brotherhood of 
Railroad Trainmen represents a bargaining unit composed of not quite 2,200 
employees not in retirement. Some of these employees are in military service, 
some are in official positions, or on leave, and on any day some will be sick 
or temporarily absent; usually about 1,900 will be at work. The general chair- 
man of the Brotherhood estimates that the work now done by from 1,100 to 
1,300 of the men in the Trainmen’s bargaining unit will be transferred to the 
new employer. If approval of the regulatory authorities is given to the pro-~ 
posal, the new passenger operation will be local and, therefore, the employer 
will not be an employer within the meaning of section 1 (a) of the Railroad 
Retirement Act. Therefore, those employees who stay with their work (and 
many would lose advantage of considerable seniority if they do not) will cease 
to accrue further railroad annuity credits. They would, however, be covered 
by the provisions of title II of the Social Security Act. 

The seniority rosters indicated that 501 employees in the bargaining unit had 
seniority dates from 1922 to 1929, inclusive, most of whom will not yet have 
30 years of service. Some of these may no doubt have to retire before com- 
pleting 6 quarters of coverage under title II. Most of those who get 6 quarters 
of coverage and retire in the next 5 or 6 years will, because they will have had 
no social-security wages credited in the first 30 months after 1950, become en- 
titled to rather small old-age insurance amounts; under the new start (in the 
absence of social-security credits since 1950 from part-time work) no Pacifie 
Electric employee can have average wages as high as $150 until at least July 
1, 1957. And in most cases the old-age insurance benefit will serve to reduce 
the railroad retirement annuity already earned. I will take only one example, 
the details of which are: 

Date of becoming an employee of new company—July 1, 1953. 

Age on July 1, 1953—63. 

Prior Service—13 years. 

Prior service average compensation—$150. 

Subsequent service—15 years. 

Credited compensation since 1986—$45,000. 

Retirement date—July 1, 1955. 

Compensation, July 1, 1953-—June 30, 1955—$7.200 

Railroad annuity: 
Total credit, July 1, 1958—$117.30. 
Annuity credit for service since 1936, as of July 1, 1953—$72.45. 
Annuity on July 1, 1956, if all compensation creditable under Railroad 

Retirement Act—$128.34. 
Social security old-age insurance, July 1, 1956—$49.50. 
Total of railroad annuity and old-age insurance, July 1, 1956—$121.95. 


There is no basis on which to justify such a result as this. 
Administration 


The social security offset provisions involve difficult administra- 
tive problems. For employees who remain in service covered by title 
II after age 65, the benefit amount will change as often as recomputa- 
tion permits; if the average rises—and if coverage has been inter- 
mittent—this is almost sure to be the case. If no application has been 
filed, the old-age insurance benefit can change once each 3 months. 
The source of information for prompt applic: ation of the offset must 
come from the annuitants and pensioners themselves; the Bureau of 
Old-Age and Survivors’ Insurance data would be available with a 
lag of a year, inevitably leaving many post mortem adjustments im- 
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possible of collection. It is doubtful if there exists any poorer basis 
for administering a provision by relying for the essential informa- 
tion on sources never advantaged and frequently penalized because 
of it. 


There are difficulties in determining precisely when a railroad employee be- 
comes entitled to an old-age insurance benefit. And, as mentioned already, there 
is the anomaly resulting from mere filing of an application for the old-age benefit. 

I hazard the estimate that as much as 10 to 15 percent of the offsets will not be 
effected because most of the communications addressed to annuitants have been 
incomprehensible. It used to be almost universal practice for persons assigned 
social security account numbers in the 700 series—which were issued originally 
to railroad employees—to secure new account cards whenever engaged in work 
covered by title II of the Social Security Act. If the practice was ever dis- 
continued (and discouragement seemed to have little effect), I have no doubt 
that it has been revived. Many offsets not reported by the individuals concerned 
can never be traced because of this practice. Even a laudable end would be 
hard to justify if its achievement involved creation of the administrative jungle 
perpetrated by the social security offset provisions. 

The chairman of the House Committee on Interstate and Foreign Commerce 
inserted in the Congressional Record for July 22, 19583 (pp. A 4830-2), a state- 
ment intended to illustrate the complexities of the offset provision. Because the 
illustrations seem to me to do this admirably, I reproduce them here. The hasic 
illustrations covered six employees, identified by the letters A through E in 
table C. 

I omit one line of the original from table C; this line showed the portion of 
the railroad retirement annuity subject to offset on the assumption that it was 
the amount by which the total annuity exceeded the annuity which would have 
been payable if (assuming continuing eligibility) there had been no service 
and compensation before 1937. 

In this connection, it is not irrelevant to point out that the Railroad Retire- 
ment Board had made calculations based on the assumption embodied in the 
line which is not now shown in table C. In the House hearings on H. R. 356, 
I challenged the Board’s interpretation. It was changed in July 1953. As a re- 
sult of the change, some railroad retirement annuities were increased. Some of 
these increases were: 












Annuity 
anppetetctnitaitemtenate Percentage 
|Before July After of increase 
1953 change 
“| ; si 
An engineer $23. 60 $32. 71 39 
190. ctldvwdkaciok | 37. 30 52. 38 40 
A conductor | 18. 29 33.11 81 
Do | 3.80 22. 35 488 
IB GE, .ncnnccnntiamenca | 4.14 10. 83 162 
DP debicrkarich ane anes Sc Soda ake Tete eR Te 16. 56 | 24. 08 45 


Even after the increases, those affected by the offsets are receiving annuities 
far less than the average for their class of service. But the important point 
is that any provision so poorly conceived as to require changes in amounts of 
annuity of so large a relative magnitude after 20 months of operation (and many 
months of previous study) cannot be justified. 

But to return to the illustrations. In table D there is given, for each of the 
six cases summarized in table C, the amount of the annuity payable under the 
Railroad Retirement Act, the social security primary amount to which the 
employee in each case is entitled or to which he would be entitled upon filing 
proper application, and the monthly amount of social security benefit which the 
employee actually received. 





= 





wD 
© 


“eset Arne 





“9°61 “WO 

5 : 

“008 

< ‘og suns 

e4 p61 Ane 
Z 
<3 
— 

a 0Z 

4 0 
gq 
jew] 
A 
< 

© aoe 
cc BS61 

S 
< 

a ‘Or 

ZI 


“PS6I ‘Og ouNs 
“1681 “ues 
A 








"QEG1 109J8 BOTAJOS OF 


“aes 
uve 


2961 
ZS61 





= IS61 ‘1 “#O 
(¢) 
(s) 
ate a m') 
=e 7 ¥ 














IS6I “Te 
98ST 


Iv 


1 Sth 





“UOMeMp 110Yys JO Sqof WOTJONIYsUOO SNOIJPUINU UI PyxIOM |] PUB C] OFGT PUL ‘BRET ‘REST UT ¢ 


919} ‘LEGIT IOJOG BJAIOS Pd}TPes0 JO SIBVEA OY} SULUTUJojJOp JO osodand oy} 410; ydooxo ‘4tq) UOIWdUINSSB Vy} UO Po}E[NI[VO ST JUNO OU], ¢ 


“UOISIAOIC Josyo A4LIMIS [B!OS oy} JO UOT}BOTTdde a10joq 

































“ salinccrifliermennigignantiiaaneeaainciaeaamaaitel lage o J stile a 
Ss SS oars 6rer Aine . ST “AON |-""""""" aes TT i a ae ~~ . =e pay uonevorddy 
“2 ai “-"" 1561 An : OS6I "9deg |----~ ““"QG6I "3dag [~~ "TTT Tron moon" gOngordds uodn a qissog 
f me ] I I - 
:quet 
| | [119s AylIMoes [COs JO JUOUTIYSITGeISe JO aA PuB YO 
Ee "Sr errno eee y o0r‘e$ ~ --""- ores |-- IS6T 910j0q A4J4NDVS [BIIOS JOPUN PojT Pod SOBVM 01830133 Y 
— “eer ; = Ss. Ta © “i = so ~~" 0861 40978 Ayqanoes [Bfo0s Jopan 0781 dE ATqqoW;w 
° ¢ “4dag were — > a Me “| a - =— —- - =" “pug 
1961 “1 “220 en ee mee oe ae oe ee =<. . = ane Gita —. ulzeq 
| “0861 107 V 
(s) “"""@b6T ‘TE “AVIT |- “SO Or “Gea 1°" " “ter Ol “Gag [= oS 2s 2 _" =e 
(s) 6861 “I “Ady |----~~ GE6T “L ABI |-----" 686I “TE AB |--- "~~ o-= -<- | 2. or = ee 
: “1961 G10}aq 
| :OBV1IDAON AJLINIIS [BINOS JO SOIC] 
oe ee ie 9I _< o (pees “= en ene oe ee — a a ee a ae 
“ao = wt c- ¥Z a 2 we © a ee oo 7 Sense o> =, eee — — s =. a oe . IGG e10jogq 
| | :@8BI0A09 AYLINIS [BJN0S JO S19JIVN| 
° a Less |--- Z0'8¥$ |----" “"""" Lh Ses | ro. ee. Sh z LE6I 91OJOQ UOTeVSUsdUIOD PUB <OIAJOS UO Paseqg 
| | (1961 ‘OE "QO souls suO}s youd Japun) AyMUUB peoley 
. sts (er iz L6$ |--~~ —= Oot. ae ith Sapit - I T961 ‘0€ “O souls 
- x ; e008 = - -09°988 | re —_ ae lL ee. ee eee, ree 
| | ‘SUOIs|AOId G4 PY JUoMIIAY PeoeY Japan AynuUy 
2 oe 6rel ‘T Arne “--"1TS6r ‘T ouns a a eae Ps — ee ee yep susuUpseq AyMUUL pRoIEY 
ype O1z$ ~ ee Se ee — = Le. - tS ae oO ~~“ Q86T 4097 V 
Fi : “"""08$ | se - A eh ae Se pene ee Sk oe ae ae a ee LEGBI 810Joq 
| | [001 AIIS 0} erquandde uol;esuedm0s A[yJUOPy 
’ al ey at ete : | ee ee ni ss ee eee Oe “~~~ 986T 4033 V 
Ct a Cat ae) eee fa eel © ae ee fe on — 2 a i a oe’ LE61 910JOT 
| | 2OO1AIOS PBOI]IVI JO S1B9 
IS6I ‘Te Arne 6F6I ‘0k IS6I ‘Ie Avy me Gt. a ers een eee eee QOIAIOS PVOITCI BSB JO IBC 
QSBI “IV PSS : C881 “ydeg ~v E881 “3deg Pofer. sea oe “"""" gyiq Jo awed pus YQUOW 
— ——$—$— |. — ———$_____— — —_. $$$ 
d O d | V | 
S1IOJIV] OISB | 





suorsoid jasffo fizisnoag yoi0g Ut sayjpmoun fo su01zD4j8N}]T—DQ AIAV I]; 


a al 


oe acai casas sn ile eens nce mmnanmeeseme aD 


64 


TABLE D. 


RAILROAD 


RETIREMENT ACT 





Illustrations of anomalies in social-security offset provisions 


fa Social Social 
b Railroad security security 
Case I Through retiremen : fl benefit re- 
annuity pee ceived by 
¢ amount employee 
A June 19 October 1951 $20. 00 | $20. 00 
N Au 1952 20. 00 | 20. 00 
Saintes 1952 ar 25. 00 | 25. 00 
B June 1 Oct 1951 20. 00 | 0 
Nover 1951 Apr 5 20. 00 0 
M 1952 Au 1952 20. 00 | 20. 00 
5 25. 00 25. 00 
( Ju 19 Aug 950 27. 82 | 27. 82 
C 1950 O 51 51. 30 51. 30 
) 4 19 51.30 | 51.30 
‘ 952 ar 57. 80 | 57. 80 
D Au October 1951 0 0 
p 1951 D er] 1 0 | 0 
) Au 59 20.00 | 0 
1 » Decembhe Q52 5 OO | 0 
) March 1953 34.10 | 0 
A June 1é 19. 1¢ 0 
J Sept er 1953 42. 90 | 0 
( D er 198 45. 70 0 
Jan { Mar 454 47. 90 0 
A 4 Jur 54 19. AD 0 
u l septe ber 19 51. 20 0 
oO € 54 Dece er 1954 > 80 0 
Janu 19 Mar v6 53. 90 0 
A 119 June 55. 00 0 
1 1 Septe er 19 55. 20 0 
( rd tly 55. 80 55. 80 
E A 10 Octohe 19 0 v0 
N er 1 Dece r 1951 0 0 
Jant vy 19 Aug 1952 0.00 } 
Se her 1952 Mar 25. 00 0 
A 5 Mar 39. 10 ) 
AT 95 Mar 73. 04 49. 50 0 
4 r x4 ) 67. 54 55. 00 0 
2 mM i l itiy 67. 54 55. 00 55.00 
} 1 19 i subse v_ 48. 58 66. 40 66. 40 


In the tables C and D the employees, in cases A and B, have identical service 


and compensation records 


curity Acts Both, 


upon filing a proper 
old-age insurance benefits in September 1950 


under both the Railroad Retirement 
application, could have been entitled to 
Employee A did in fact file his 


and Social Se- 


application in September 1950; but employee B did not do so until his annunity 
was reduced by the Railroad Retirement Board because of the potential en- 
titlement 

Employee A received, for October 1951, $84.60 under the Railroad Retirement 
Act and $20 under social security. A 15-percent increase in the railroad annuity 
would have brought him to $97.29, subject to a reduction of $20 for his social 
security old-age insurance benefit. Such a reduction would have brought A’s 
total benefits below the October 30, 1951, level, so his railroad annuity was re- 
stored to $84.00. The 1952 Social Security Act amendments, however, added 
$5.00 to his old-age insurance benefit and subtracted an equal amount from the 
railroad annuity, leaving him where he had been. The old-age insurance benetit 
was smaller than the prior service portion of A’s annuity, whether calculated by 
the Railroad Retirement Board’s reverse procedure or directly. 

Employee B's annuity of $84.60 was raised by 15 percent to $97.29 and he 
received that amount through November 1952, when it was discovered that he 
could have been entitled to social security in November 1951. This meant that 
3 had been overpaid in the amount of $20 per month for 10 months and $25 for 
3 months. He recovered part of the overpayment from the Social Security 
Administration, but the date of filing was such that he failed to receive social 
security benefits of $20 per month for the 6 months November 1951 to April 
1952, inclusive. B's permanent monthly income is less by $7.31 per month. By 
the standards of the Fifth Actuarial Valuation of the Railroad Retirement 
Board, the actuarial value of an annuity of $7.31 for B as of May 1952 was $847. 
Thus B's failure to file a timely application under the Social Security Act caused 
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a loss to him in annuities under the Railroad Retirement Act having a present 
value (omitting past interest) in May 1951 of $967. 

Employee C’s case is relatively uncomplicated; while his old-age insurance 
was less than it might have been if application had been filed earlier, this delay 
had ended before June 1949 and did not affect the railroad annunity. For 
October 1951 C received $66.24 under the Railroad Retirement Act and $51.30 
under Social Security. The 15-percent increase of Public Law 234 would have 
raised the railroad annuity to $76.18, subject to reduction. The reduction would 
have been based upon the prior service annuity, $48.02, since such annuity is 
lower than the old-age insurance amount. Such a reduction brings the sum of 
the benefits below the level fixed by the saving clause and, therefore, the reduc- 
tion is limited to the amount added by the 15-percent increase. C, like A, was 
not benefited by the Railroad Retirement Act amendments of 1951. The Social 
Security Act amendments of 1952 added $6.50 to C’s old-age insurance benefit 
and subtracted $6.50 from the railroad annuity. Though the transaction is 
arithmetically simple, C has been unable to understand how two acts of Con- 
gress, both said to aim at increases in the benefits paid to annuitants under 
two great systems of old-age benefits, have failed to add a penny to his own 
benefits thereunder. 

Employees D and E have identical wage and service records under both 
railroad retirement and social security. Employee D failed to file an applica- 
tion under social security because he could not receive benefits by reason of 
continued employment and because he had not found out that, since enactment 
of the Social Security amendments of 1950, filing of an application no longer 
froze the average wage. Beginning with January 1953, D's railroad annuity 
would be reduced each quarter. This is the result of the fact that D’s average 
social security wage would be rising, so that the old-age insurance amount to 
which he would be entitled upon filing application becomes larger, quarter by 
quarter, until he retires. By the time of actual retirement the old age insur- 
ance is always less than the prior service annuity, however calculated. 

It is of some interest to notice that if employee D could have become entitled 
to old-age insurance benefits before October 1951 but had not fi‘ed an appli- 
eation for them, his railroad annuity would continue in the amount of $122.54 
so long as he failed to file such an application. For, so long as the application 
for old-age insurance is not filed, D will not be entitled to the social-security 
benefit. The saving clause brings in social-security benefits on the basis of 
entitlement; but the reductions, apart from the saving clause, are applicable 
not only in cases of social-security entitlement but also to cases in which there 
would be entitlement upon filing proper application. Thus, if D had been en- 
titled to old-age insurance benefits in September 1951 instead of January 1952 
and did not file application for social security, or at least until 6 months after 
his final retirement, his income in the period from November 1951 through 
September 1955 would have been $1,091 larger than in fact it was. In such a 
ease the sole effect of D’s filing an application for old-age insurance in any 
month from November 1951 through September 1955 would be to reduce his 
current income. 

E’s case differs from D’s only in that he filed prompt application for old-age 
insurance. When he completed 6 quarters of social-security coverage after 1950, 
his social-security amount was fixed for a year at a time. From April 1953 F’s 
railroad annuity could be reduced only once a year. In the period while he is 
employed under social security this would save him $86.40, and the ultimate 
old-age insurance amount differs slightly from D’s since it becomes finally fixed 
in April 1955. 

The case of employee F is the simplest of all. He files all applications on 
time, his prior service annuity is the same by either method of caleulation (and 
is lower than the old-age insurance amount), and he becomes entitled to both 
annuity and insurance in the same month since the social-security employer 
is the last person by whom F was employed. 

I submit that mere recital of this record suffices to make clear that there 
must always be a lag between knowledge of the facts necessary for proper 
adjudication of claims and the payment of annuities—unless every payment is 
to be suspended until there has been a specific monthly determination of rights 
based on up-to-the-minute information. The latter is clearly out of the question 
if administration of the act is to continue. 

Nor need there be more to indicate the impossibility of achieving any wide- 
spread understanding of the offset and how it operates. 
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The argument for the offset 

The defenders of the offset have used two primary arguments, one supposed to 
be related to equity, the other to finance. I shall deal with finance in the next 
section. 

The equity argument is primarily that no individual should be credited twice 
for his prior service—once under the Railroad Retirement Act and a second 
time under the Social Security Act. Any prior-service credit under social secu- 
rity is so roundabout as to make the characterization of dubious accuracy. 

But if there is any merit to the proposition that double credit for prior 
service is undesirable, the same merit existed in 1950. Yet no proponent of 
the social-security offset warned the Congress in 1950 that the 1950 social- 
security amendments sought were creating what is now said to be a gross in- 
equity. Nor is it open to doubt that any such suggestion would have been re- 
garded by the sponsors of the offset as an evidence of hostility. Only when its 
correction helps not the Old-Age and Survivors Insurance Trust Fund, but the 
railroad-retirement account, was the alleged inequity invented. 

It is notable that all the evidence of inequities deals in aggregates which make 
no classifications by year of retirement, by whether or not social-security eligi- 
bility resulted from the new start or would have been achieved apart from 
that, by the size of offset, and by whether the annuitant has lost or gained as 
compared with income on the basis of the statutes as of, say, 1949. Allegations 
of inequities based on aggregates without these significant classifications are 
baseless, the more so because, if they were any possibility that such classifi- 
eations would lend support to the allegations, they would have been made. 

Finally, it is said that the prior service has been “untaxed.” It is to be said 
that every tax payment has been higher than it would have been if there had 
been no credited prior service. Every employee who has retired after receiving 
credited compensation in 1937 or later has paid something toward prior service. 
Obviously, the earlier the retirement, the less the payment; the 48,500 pensioners 
and some 38,800 annuitants had no subsequent service and (except for a handful 
of pensioners) made no contribution at all. Less than 10 percent are alive to 
bother about such things as social security offsets. 

It is certain that railroad annuitants have paid more toward the cost of their 
annuities than have social security old-age beneficiaries. “Equity” would seem 
to give railroad annuitants a greater right to their annuities than the social 
security beneficiaries to their benefits. The fact that the conception of “equity” 
relied upon to defend the social security offset leads to the opposite conclusion 
indicates, in my judgment, a complete perversion of the concept. 


Cost 

Elimination of the “social-security offset’? will increase the cost, however 
measured, of the Railroad Retirement Act. In terms of a level percentage of 
taxable payrolls, the basis on which railroad retirement costs have been meas- 
ured in all the valuations made thus far, the cost estimate, as I understand it, 
is 0.15 percent of payroll at present levels. This has been translated into $7.4 
million annually. However, the Fifth Valuation (which uses “dual benefit” 
for “social-security offset”) indicates the level percentage cost to be 0.14 percent 
of payroll. 

The probable error in an estimate of this sort is at least 50 percent of the 
figure itself; that is, the percentage of payroll may be as low as 0.8 or as high as 
0.23. More adequate data may reduce this range, but a large part of the probable 
error is unavoidable for all not gifted with both the ability to prophesy and the 
mental facility of an electronic computer. 

By any reasonable standard, there is no margin for additional expenditure 
in the railroad retirement system. On the contrary, by such a standard the 
system is incurring a deficiency. I would myself fix the deficiency, for prac- 
tical operations, at a figure rather larger than that of the Fifth Valuation. 
Although deficiencies are nothing new for the railroad retirement system, I am 
very strongly of the opinion that they are undesirable, inevitably breed trouble— 
increasing trouble—and ought to be corrected. 

In the Douglas Report (p. 297) there is a projection indicating that the rail- 
road retirement account will be exhausted in about 56 years—2010. Enactment 
of H. R. 356 would advance that date by perhaps 5 years to 2005. If H. R. 356 
is enacted, financial difficulties may follow ; but the relation of H. R. 356 to those 
difficulties will be about as close as that of the fly sitting on the wheel to the 
dust raised by the chariot to which the wheel was attached. 
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The scope of this hearing does not, so far as I know, cover the financing of the 
Railroad Retirement Act. I therefore make no further comments on financial 
matters. But with full realization of what the financial situation of the rail- 
road retirement system is, I nevertheless assert that continuation of the exist- 
ing “social-security offset’? constitutes an unjustifiable travesty on the basic 
idea for which the Railroad Retirement Act stands and ought to be repealed in 
a way to make whole all those who have been penalized by its unconscionable 
restrictions, 

APPENDIX 


I. Plans established before social-security enactment; service credits prior 
to social security continued; future service credits adjusted for assumed social 
security not subject to retroactive change if assumption is incorrect. Employees 
receive entire benefit of 1950 and 1952 increases in social security : 


Ajax Pipe Line. 

American Smelting & Refining. 

Armstrong Cork. 

Associated Press. 

Cheney Bros. . 
Chicago Daily News. 

Electrical Storage Battery. 

Gulf Oil (contributory plan). 

F. C. Huyck (company average pension increased ). 
National Supply. 

Otis Elevator. 

Prudential Insurance. 

Radio Corporation of America. 

Simonds Saw & Steel. 

Socony Vacuum. 

Standard Oil of California (full offset before 1948). 
Standard Oil of Indiana. 

Standard Oil of New Jersey. 

Standard Oil of Ohio. 

Southern California Edison. 

Westinghouse Dlectric. 


II. Plans established before social-security enactment, service credits prior 
to date of enactment unchanged, credit thereafter reduced, but total of company 
pension and social security larger than previous company pension: 


Atlantic Refining (probably until after 1990). 
Boston Edison (until about 1955). 

Central Hudson Gas & Electric. 

Clark Thread (until about 1970). 

California Electric Power. 

Connecticut Power. 

tastman Kodak. 

First National Bank of Portland. 

General American Transportation (at least until 1965). 
General Foods. 

Hartford Electric Light. 

International Harvester (contributory plan). 
LaClede Gas & Light. 

Louisville Railways. 

Quaker State Oil Refining. 

Rochester Gas & Electric. 

Signal Oil & Gas. 

West Penn Power. 


II—A. Service credits prior to date of enactment unchanged; future service 
credits reduced by one-half the primary social-security benefit : 
American Sugar Refining. 
Cleveland Blectric Illuminating. 
Evening Star Newspaper (District of Columbia). 
First National Bank of Chicago. 
B. F. Goodrich Rubber (at least until about 1965). 
Goodyear Tire & Rubber (with a minimum independent of social security). 
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National Biscuit. 

Niagara Mohawk power and subsidiaries. 

Sherwin-Williams. 

Union Carbon & Carbide. 

United States Rubber 

Western Union Telegraph. 

Ill. Plans established after 1935 and before 1950 with prior (or all) service 
paid for by employer. No reduction in any company pension in 1950 or 1952: 
Abraham & Straus. 

Affiliated Dress Manufacturers. 

American Air Lines. 

American Tobacco. 

American Viscose. 

Anderson Clayton. 

Avon Products. 

Bendix Aviation. 

Sidney Blumenthal. 

Brewers’ Board of Trade, Ngw York. 

Brooklyn Borough Gas. 

Brooklyn Union Gas. 

California-Oregon Power. 

Caterpillar Tractor. 

Celanese. 

Cities Service Oil. 

Clothing Manufacturers of the United States (was subject to deduction for that 
part of social-security primary benefit in excess of $80 per month; limit raised 
to $85 after 1952 amendments). 

Continental Baking. 

Continental Oil. 

Dan River Mills. 

Delta Air Lines. 

Detroit Edison. 

Detroit News. 

Eastern Air Lines. 

Thomas A. Edison (contributory plan). 

The Fair. 

Ford Motors. 

Gannett Organization. 

General Mills. 

General Motors. 

General Railway Signal. 

Grumman Aircraft. 

Gulf Oil. 

The Hecht Co. 

Industrial Council of Cloak, Suit, and Skirt Manufacturers. 

Inland Steel (contributory plan). 

International Minerals & Chemicals. 

International Paper. 

Intertype Corp., New York. 

Frank R. Jelleff. 

Lerners. 

Lion Oil Refining. 

Long Island Lighting. 

Marshall Field. 

May Department Stores. 

McDonnell Aircraft. 

National Distillers. 

National Electrical Contractors’ Association. 

New York State Electric & Gas. 

North American Rayon. 

Ohio Oil. 

Ohio Public Service (established in 1944; company pensions increased after 
social-security amendments of 1950). 

Pan American Airways. 

Pan American Petroleum. 

Philip Morris. 
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Phillips Petroleum. 
Pittsburgh Plate Glass. 
Pure Oil. 

Potomac Electric Power. 
Radio-Keith-Orpheum. 
Richfield Oil. 

Rochester Transit. 

Royal Petroleum. 

Safety Car Heating & Lighting. 
Safeway Stores. 

Schenley Industries. 
Sinclair Oil. 

Skelly Oil. 

Sperry. 

Standard & Poor’s. 

Texas Co. 

Time. 

Union Carbide & Carbon (contributory plan). 
United Air Lines. 
Vanadium Corp. 
Woodward & Lothrop. 
Wisconsin Electric Power. 

. Plans established before 1935; changes in benefits since 1935, if any, such 
as - increase company pension: 
Armour. 

Capital Transit. 
Crocker-First National. 
Fifth Avenue Coach. 
Freeport Sulphur. 

National Transit. 

New York Omnibus. 
Northern Trust. 

Peoples Drug Stores. 

Puget Sound Power & Light. 
Swift. 


V. Plans established before social security enactment; companies in which 
pension was originally reduced by social-security amount, but which have sub- 
sequently increased company pension by at least amount one-half of social secu- 
rity, with no reduction for 1950 and 1952 social-security increases : 


Boston Elevated. 
General Electric. 

Mr. Later. I think the description yesterday of what the social 
security offset, dual-benefit provision is was clear enough so that I 
need not take the time to go into the language itself, but I should like 
to describe in perhaps a little more detail than has been done, up to 
now, the operation of that provision. 

In order to make more concrete the way in which the provision 
operates, I have worked out a series of examples, the basic part of 
which appears on page 6, but I wish to call particular attention to the 3 
parts of table B on pages 9, 10, and 11 in order to indicate to the com- 
mittee in more specific form what has occurred in the operation of this 
provision. 

If you will notice on line 8 of table B, on pages 9, 10, and 11, I give 
illustrations of the sum of social security and railroad retirement 
if there had been no amendment to either act since 1948: that is to say 
these would be the annuities which are payable now or which would be 
payable in some of the cases, beginning on the second and third sheets 
of the table, upon retirement from all gainful occupation. 
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You will notice that, for example, the first employee in this illustra- 
tion, in the first column on page 9, in line 8, has $95.06, which he would 
be receiving on February 16, today, if there had been no amendments 
to these acts since 1948. 

Now, he is actually receiving today $118.40. That is because he was 
protected by the so-called savings proviso in the last paragraph of sec- 
tion 3 (b). 

The next employee was not so protected. If there had been no 
amendment to either the Social Security or the Railroad Retirement 
Act since 1948, that employee today would be receiving $104.19, 

These are theoretical illustrations, I may say, because I have had no 
access to any actual cases in any substantial number. 

Now, he is actually receiving $85.82. 

I think it is of some interest to note that if the President’s recom- 
mendations as to the amendments of social security were to be followed 
by this Congress he would still be receiving less after those amend- 
ments than he would have received if there had been no amendments at 
all to either of these two acts since 1948. 

The same is true of the employee in the third column, which I have 
numbered 10. 

The same is true of the next employee. 

There are 2 or 3 others in which there are increases, but the increases 
are substantially smaller than the 15-percent increase, which was pro- 
vided for railroad employees in the amendments of 1951, and far less 
than was provided by the Social Security Act amendments of 1950. 

Senator Griswotp. Mr. Latimer, if I may interrupt, I would like to 
have one point clarified. You make the statement “if there had been 
no amendments to the Railroad Retirement Act and Social Security.” 
You are including the amendment to Social Security which generally 
increased—— 

Mr. Larimer. Yes, sir; Iam. That is to say there are, I should sup- 
pose, some thousands of individuals—I think they are probably the 
only individuals in the United States so affected—who have not re- 
ceived 1 single, solitary cent of increase from the 3 major amendments 
to the 2 basic pieces of social security legislation which this Congress 
has enacted in the last 20 years. 

Those men consist of the retired railroad employees who are af- 
fected by this social security offset provision and will continue to be 
affected by it as long as they live, and will, in a good many cases, get 
no benefit of new legislation that you enact to provide further in- 
creases in social security. 

Now, it has been said, I might say, that a substantial number of the 
employees who are affected by this social-security offset provision 
qualified for social security solely by reason of the 1950 amendments, 
in which the gradually lengthening requirement for full insurance 
status was greatly shortened and will remain shortened as compared 
with the previous situation for some years to come. 

That was the statement made, but you are still without any definite 
information on it. 

I have been somewhat struck by the fact that although the Railroad 
Retirement Board in 1945 found that, of the railroad employees who 
had been retired since 1941, some 18 percent had gone into social 
security employment—that fact has been conspicuous by its failure to 
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be mentioned thus far, either here or in any other hearing. Substan- 
tial numbers of those retired employees had already qualified. ‘These, 
mind you, are men who have received annuities; fe the study made 
in 1945 indicated that although the postings at the Social Securit 
Administration were supposed to have been a year old, they were still 
not. complete, so that even a year after it was impossible to say who 
had qualified, who had social-security wages and who had not. 

Moreover, that study did not take into account any of the great 
a of individual railroad employees who, upon termin: tion of 

‘ailroad employment for retirement, frequently, if not usually, by 
ian of the railroad through layoff. No attempt was made to find 
out how many of the employees not retired had had social-security 
employment and, consequently, would later have been affected by this 
legislation. 

‘So, while I cannot s: ay, and as far as I know no one else can say, what 
proportion of those annuitants have received a so-called windfall, 
which I think is a totally incorrect description of what happened, no 
one can say how many did or did not receive it. 

There are a very substantial number who would have qualified with- 
out the social-security amendments of 1950, and they are treated in 
precisely the same way as those who had only the six quarters of cov- 
erage to which the qualification was reduced in 1950, and at which 
point it will remain until July 1 of this year, that is, for those who 
attain age 65 before July 1. 

I thought that description was in order to indicate in a clearer wa 
than has thus far been done what the operation of this has been. tt 
is not as precise a description as I should like to give because it would 
be desirable to know how many employees are affected and how many 
would have qualified under the act as it stood before 1950, how many 
have qualified solely by reason of that act, what their respective an- 
nuities are, how far they have been reduced, and so on; but I can’t give 
you that information because it has never been compiled, so far as I 

cnow, and if it has been compiled, it has not been published. 

Now, on behalf of the train aud engine organizations which I repre- 
sent here, I contend that this social- security offset ought to be repealed 
and wiped out as of its ine eption. 

The reasons for that position are these: 

First of all, the Railroad Retirement Act was enacted for the pur- 
pose of providing annuities which were nonforfeitable and, once en- 
tered upon, were to be paid in full for every month except those in 
which work was performed for a covered employer or for the last 
person, if not a covered employer, by whom the annuitant had been 
employed before his annuity began. 

I think it is worthwhile in spending a moment or two in emphasizing 
that. 

Before the Railroad Retirement Act was passed, a great majority of 
railroad men felt they had no old-age security. They wanted such 
security. They wanted some assurance that: 

(1) They could retire at a reasonable age; and 
(2) That upon retirement an annuity would be granted to them, 
with payment absolutely certain. 

The first Railroad Retirement Act was declared unconstitutional 
by the Supreme Court in this room almost 19 years ago, and another 
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act was passed within a few months containing in different form 
substantially similar provisions. 

That act never became operative as to taxes. Annuities were paid 
from the general funds of the Treasury. 

After the election in 1936 the President suggested to the Railroad 
Labor Executives’ Association and the Association of American Rail- 
roads that it might be well to explore the possibilities of arriving at 
some mutually satisfactory retirement plan, and in the litigation 
which had hampered the operations of the acts since they first became 
law. 

That was done, and in February of 1937 an agreement was reached 
bet ween the two m: 1in representat ives of the employers and employees. 

One of the provisions of that agreement was that annuities were 
to be paid under the Railroad Retirement Act only during months in 
which the retired employees were not engaged in substantially gainful 
employment. 

The Railroad Labor Executives’ Association at a meeting some 
weeks after the agreement was reached refused to ratify that agree- 
ment with the provision in that individuals retired from employer 
service would not be able to draw their annuities and at the same time 
engage in other work; and there was a similar reaction, I may say, 
on the side of the railroads. The general counsel of the Association 
of American Railroads stated in my hearing, to me, I think, if I am 
not mistaken, that he thought it was not proper, after he had thought 
about it, that upon his retirement from the Association of American 
Railroads he could not practice law without affecting his railroad 
annuity, and that would have been the effect of the provision agreed 
upon between the parties. 

That provision was stricken, and it was stricken without any men- 
tion by any person except one. There was one witness before both 
the House and Senate committees on that legislation who advocated 
the continuation of that work clause after retirement. I was that 
witness. 

I had precisely one Member of both Houses who thought similarly, 
and that was Senator Wagner; but no one else, to my knowledge, had 
the remotest interest in that provision. 

It was never discussed later, and the Railroad Retirement Act from 
that date until 1951 was advertised by all concerned, justifiably, I 
believe, as a nonforfeitable system of annuities, under which, with 
the exceptions as I have state -d them, a man could receive his annuity, 
engage in employment or self-employment, except for a railroad or 
for his last employer, and have no effect on his annuity. 

Senator Griswotp. Might I ask, Mr. Latimer, who you were repre- 
senting at that time, or in what capacity you were appearing before 
the House and Senate committees at that time? 

_Mr. Latimer. I was Chairman of the Railroad Retirement Board, 
sir. 

Senator Griswotp. There was a Railroad Retirement Board at that 
time ¢ 

Mr. Latimer. Yes, sir. There has been a Railroad Retirement 
Board since July 1934. 

I was Chairman of the Railroad Retirement Board from the in- 
ception of the Board to January 1946. 
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Senator Griswoip. You were testifying in regard to amendments 
to the law at that time? 

Mr. Latimer. To the Railroad Retirement Act; yes, sir. I had, 
at the direction of the President, participated in the sessions between 
the labor organizations and the railroads in 1937. 

Senator Griswotp. So, the fundamental philosophy behind the bill 
enacted in 1937 was that this was an annuity that they had earned and 
it could not be canceled by any outside employment after retirement 

Mr. Larimer. That was the idea underlying the enactment of the 
law. 

It was so advertised. It was so stated by the Railroad Retirement 
Board. 

I have had perhaps an undue emotion about the matter because I 
have, myself, on great numbers of occasions, and in literally thousands 
of letters, so stated—I believed it to be true—I thought this was the 
promise by the Congress of the United States, which I thought would 
be kept, and I made no qualifications in making statements in the 
belief that the promise would be kept. 

I have not in the statement which I have filed here attempted to go 
into any detail on the documentation of that proposition. 

I did go into somewhat more detail in the hearings before the House 
Committee, and it seems to me unnecessary that the statement be re- 
peated here; but it can be documented by reference to the debates, to 
the agreements underlying the proposal and the hearings before the 
committees, the letters of the Railroad Retirement Board, the publica- 
tions of the Railroad Retirement Board, and I think, by no means 
insignificantly, by reference to the studies of the Advisory Committee 
of the Senate Committee on Finance, appointed by Senator Vanden- 
berg in 1947, I think, which made reference to the Railroad Retirement 
System as one in which there were no forfeitures. 

Senator Griswotp. Might I ask this: Are there any provisions in 
any type of social legislation which referred to the railroad retirement 
fund in any other manner? 

I am thinking now of aid to handicapped, those who are injured. In 
social legislation that affects them, do they ever refer back to the fact 
if they ever come under the provisions of the Railroad Retirement Act 
they shall not be eligible for this cther, or anything of that type? 

Mr. Larimer. No. 

Senator Griswotp. What I am trying to get at is: At any time was 
there any showing of any philosophy that the railroad retirement 
funds should be anything other than an annuity they had earned and 
that they would get in perpetuity ? 

Mr. Larmor. I think I can say there are no such references before 
1951. 

Senator Griswotp. Yes. 

Mr. Latimer. At that time there was a new philosophy which had 
been introduced, which has been conspicuous by its absence, complete 
absence, before that date. 

My second reason which I should like to advance for the repeal of 
this provision is one which I have already mentioned, that is, it has 
nullified, and was intended to nullify, for a good many thousands of 

railroad annuitants any improvements under title IT of the Social 
Security Act. It has already done so. It will continue to do so. 








74 RAILROAD RETIREMENT ACT 


I shall not emphasize that at great length. 

Third, the social security offset provision has introduced into the 
Railroad Retirement Act a series of inequities. One such inequity, 
I think I have already pointed out, in citing the fact that there are 
railroad annuitants today who have received no benefit from the legis- 
lation intended to increase the retirement income amounts of persons 
receiving such incomes under the Social Security and Railroad Retire- 
ment Acts. A second set of inequities introduced are those which 
differentiate railroad annuities as between railroad employees with 

ior service credits under the Railroad Retirement Act who have an 
insured status under the Social Security Act, and those who do not 
have such an insured status. 

Fourth, there have been inequities as between railroad employees and 
persons covered by other Federal retirement systems, and fifth, as be- 
tween such railroad employees and persons covered by many industrial 
and local governmental systems. 

Finally, there are some inequities perpetrated upon employees who 
are involuntarily separated from railroad service. 

I contend that each of these inequities constitutes an injustice, which 
justifies and demands immediate and retroactive correction. 

I would like to go over very briefly some of these inequities. 

I don’t think there is much point in illustrating further the in- 
equities between those who have prior service credits under the Rail- 
road Retirement Act and an insured status and those who don’t have an 
insured status. 

The proposal or the idea there I want to come back to later in a 
samewhat different form, but I want to emphasize particularly the 
difference between the Railroad Retirement Act and social security 
and the relation between social security and other Federal systems. 

Let me say, first of all, that the civil-service-retirement system, 
including the congressional part, makes no distinction in annuity 
amounts because of the receipt or nonreceipt of social security by a 
civil-service annuitant. Although it has been said that there is a dis- 
tinction between the Railroad Retirement and Civil Service Retire- 
ment Acts, because of the fact that prior service until civil-service 
retirement goes all the way back to 1920, whereas under the railroad 
retirement it is 1937, the fact is until 1929 there was no Government 
contribution under the Civil Service Retirement Act. Further, suc- 
cessive liberalizations have made the part paid by contributions by 
the Government and by employees thus far a very minor part of an- 
nuities now paid, very little, if any, more than under the Railroad 
Retirement Act. 

This distinction between railroad employees and civil servants 
seems to me wholly untenable. 

There is a third difference between the treatment accorded railroad 
employees and that accorded to persons covered by literally thou- 
sands of industrial and local governmental pension plans. 

In the appendix to the statement, Mr. Chairman, I give a rather 
brief list of plans, of which I have knowledge, in which all of the 
increases in social security in recent years have gone to the benefit of 
the employees and have not been used to diminish the contributions 
of the employers or to increase the benefits of the employees who are 
not covered by social security. 
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Of course, that can’t be in any event, since the basis of service under 
these plans, and under social security is, except for the limitation on 
creditable compensation under social security, identical. 

I mention one or two sets of plans where it has been said that the 
same kind of treatment is afforded industrial employees as railroad 
employees. One such case is the case of a number of plans in the steel 
industry. 

In most of the steel-company plans, which were negotiated by agree- 
ment with the United Steel Workers and other labor organizations 
in 1949, the plans provide that there will be subtracted from the pen- 
sion payable under the company plan the amount of the social security 
primary insurance amount. 

The main plan of that sort, of course, is that of the United States 
Steel Corp. But every employee of the United States Steel Corp. 
who has retired since that plan was agreed upon between the union and 
the company is receiving and has at all times been receiving more 
than he would have received before the agreement went into effect. 

That is, the plan, overall, was changed so that the amounts paid by 
the companies, in addition to the social security, was more after the 
plan than before and after subtraction of social security. 

There were some difficulties because when the agreement was reached 
in November 1949, it was assumed that at about the time the plans 
went into effect, the 1950 amendments would have been passed and 
the increases arising from the agreement and the reductions arising 
out of the larger social security would coincide. 

That did not occur, and there was an increase followed 6 months 
later by a reduction. 

The 6 months’ interval caused some difficulties, but the overall pic- 
ture remains the same. 

I might say in addition to the Civil Service Retirement Act, Mr. 
Chairman, I give on page 20 a list of other Federal retirement plans 
in which the annuities are provided entirely at the expense of the 
Federal Government. 

Some of these, incidentally, are now consolidated into a general, 
overall plan, although there are separate sections for these different 
groups in the armed services, 

In none of these plans is there any reduction for any social-security 
benefit which any retired employee may receive. 

On page 22 I give a brief illustration indicating the way in which 
men who may be forced out of the railroad industry—and men are 
being forced out of the railroad industry at frequent intervals, and 
have been continuously for some time—my illustration, however, re- 
lates to a case where there was no change of jobs. There has occurred, 
in Los Angeles, in the last year a shift in coverage from railroad re- 
tirement to social security because of the sale of an intrastate part 
of an interstate carrier to another group, making a new and distinct 
employer. This illustration shows that of some employees without 
changing jobs, continuing on the same job, will have their overall 
retirement incomes reduced by the social-security offset. There will 
be numerous such cases among employees who shift jobs. 

The administration of this social-security offset provision has, from 
my observation, created a continuous series of disputes with covered 
employees who were constantly found to have received overpayments, 
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to have had employment qualifying them for social security, without 
their own realization of it, because they had not applied. 

These administrative differences have unnecessarily intensified the 
bitterness which has accompanied this whole procedure of forfeitures. 

More than that, it is the kind of plan and provision which is subject 
to several interpretations. 

Last summer in the hearings before the House I called attention 
to what seemed to me to be an improper interpretation of the pro- 
vision and, as a result of my statement there, apparently, the Board 
changed, by interpretation, the method of calculating the offset. 

I give a few examples on page 26 of my statement. 

There were increases—some a few percent, but some running as 
high as 500 percent. 

It seems to me if you can get changes of this magnitude in a pro- 
vision after 20 months of operation by a new interpretation, there 
must be something administratively impractical about that provision. 

I might say that, while the number of persons affected was relatively 
small, I should euess a few, not more than a few hundred. But more 
will be affected on every occasion when there are increases in the 
benefits payable under social security. 

On page 28 I give another illustration of the administrative com- 
plexities. 

If you will notice under the illustration D, a man’s annuity is 
changed 13 times before it is finally fixed at the point which it ulti- 
mately remains, and there could have been a good many more changes 
if he had continued in employment; 2 or 3 changes will occur in 
numerous instances. 

That kind of administrative complexity has no place in a system 
of this sort, in my judgment. 

Unfortunately, our old-age and survivors’ insurance and railroad 
retirement are both far too complex already, and to add this kind of 
complexity merely serves to bring into discredit and disrepute sys- 
tems which ought to stand out as being models of simple and straight- 
forward administrability. 

Now, the social-security offset has been defended, I think basically 
on two premises, one related to equity and one related to finance. 

I would like to say a little about the equity argument first. 

In the hearings before the House committee there was a statement 
by the Railroad Retirement Board. I would like to quote a few 
sentences from it (p. 27): 

The dual-benefit provision has been criticized as inequitable on the ground 
that it deprives an individual of something he has “paid for.” 

At the outset it should be emphasized the employee has not paid any taxes 
on his service before 1937. 

I think it ought to be emphasized that every tax payment made 
since 1937 has been higher than it would have been if no credit had 
been given for prior service. 

Now, there were about 48,500 pensioners taken over from the rail- 
roads in 1937. There were some 38,000 annuities granted to persons 
who did not work after 1936. They paid no taxes for any part of 
their service. A few pensioners, as a matter of fact, did, by a 
peculiar quirk, which I needn’t go into here. But all the rest of 
the railroad employees did pay for some prior service cost—not large, 
to be sure, but, nevertheless, some. 
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So, to say completely untaxed seems to me to be not a correct 
statement of the facts; and it is no different from the great majority 
of systems which have started in this country, whether by Govern- 
ment or by private industry. 

The great majority have given credit for prior service, and the 
great majority—in fact, I think I can say there are practically no 
exceptions to the proposition that the initial beneficiaries never pay 
for more than a very, very small fraction of the cost of benefits. 

So, that was an inevitable part of the Railroad Retirement System, 
to enable it to function; to say now it is a fault seems to me to be 
turning the whole idea of equities upsidedown. 

The payment of taxes after 1936 by men in the railroad industry has 

carried in part a payment for the service before 1937. 

In connection with this, I think it ought to be emphasized there 
are not an inconsiderable number of railroad employees who, through 
no choice of their own, are covered both by railroad retirement and 
social security. 

I have here a letter sent by Mr. W. M. Hartman, of Richmond, to 
Senator Byrd, in which he pointed out that in 1940, after having 
been in the service of the Chesapeake & Ohio for 28 years, he was 
promoted to a position which involved his carrying out the terms 
of the contract between the Chesapeake & Ohio and the Western Union 
Telegraph Co. 

That contract provided that one-quarter of his compensation was 
to be paid by Western Union, that one-quarter, of course, came under 
the Social Security Act, and Mr. Hartman has had for these 13 years 
to pay taxes under the Social Security Act. 

By operation of the dual-benefit provision, Mr. Hartman will get 
no return whatever for the taxes which he pays under the Social Se- 
curity Act because all of the annuity benefit which he accrues under 
the Social Security Act will serve to reduce that part of the railroad 
annuity which is predicated on his pre-1937 service, and compensation. 

He thinks he has been dealt with harshly. 

I think he has abundant justification for his feeling. 

The statement of the Board goes on to refer to public insurance 
programs, and on an earlier page (23) reference was made to the 
allegation that it is contrary to good public-insurance practice for 
an individual to get benefits from two systems, to receive full credit 
tor each benefit for the same period of “untaxed” service. 

Now, the peculiar part of that thing is there are no parts of this 
service that are the same. The individual who never had any service 
under social security before 1937 gets the same benefit as one who did. 

The railroad retirement credit 1s distinctive in that it cannot in any 
circumstances be counted toward social security so far as the retire- 
ment annuity is concerned; and if it is good public-insurance practice 
for this not to happen, one would suppose out of the thousands of 
public insurance systems in the United States covering State em- 
ployees, Federal employees, county employees, municipal employees, 
special district employees, and ten thousand and one other kinds of 
Federa] and State employees there would be one other system some- 
where which would follow this allegedly good practice. 

As far as anyone knows now, there is no such system. There have 
been perhaps one or two introduced since the elective provisions were 
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incorporated in social security which would permit persons not 
covered by State or other loc ‘al government systems to come under 
socity security; but until that point there wasn’t a single one where 
this was true. 

I should think that good public administration practice might re- 
quire more than one system which began before 1951. 

The equity, I should suppose, would require that the annuity for 
which an employee had paid the most would be the one that would 
be paid. 

Now, there is no question that railroad employees have paid a far 
larger share of the level cost of the system than have the employees 
under social security. 

The level cost under railroad retirement is now calculated at 13.41 
percent in the latest valuation. 

On that same valuation the cost before the 1946 amendment would 
have been, perhaps, 8 percent. 

For most of the period the contributions under the railroad system 
have been 7.5 percent or better than the cost of the level cost. 

Now, under social security the present level cost is 6.8 percent. The 
present taxes 4 percent, cover rather less than two-thirds, and during 
the greater part of the period the proportion covered is less than half. 

One would suppose that of the two systems the annuities would be 
paid under the system in which the greater porportion of cost had been 
met. Under this dual-benefit proposal it works the opposite way: 
You pay more for railroad retirement and, therefore, your railroad 
retirement is reduced. You paid less for social security and, there- 
fore, the social security is paid in full. 

If that is equity, I think it needs a new dictionary definition. 

The final argument against the repeal of the dual offset provision 
is one of finance. 

The proponents of the amendments of 1951 included the Railroad 
Retirement Board. 

Mr. Squire, who appeared here yesterday, did not join in, and what 
I am about to say does not apply to Mr. Squire. His record is quite 
consistent. 

I read from page 69 of the hearings on what became the amend- 
ments of 1951 before this committee in April and May of 1951—and 
this is a statement by the Railroad Retirement Board: 

It appears from Exhibit (B) that there is a difference of about one-and-a- 
half percent between the total tax rate and the estimated actuarial cost of the 
System as it would be amended by the bill. But in the Board’s opinion this 
does not require an increase in the tax rate to maintain the system on a finan- 
cially sound basis. The Railroad Retirement system was in a similar position 
in 1946. During the hearings on the bill, which was later enacted as Public 
Law 744, 80th Congress, it ws shown the increase in retirement annuities then 
proposed would result in a total cost of a little over one percent above the 
established tax rate. Then, as now, the Board concluded that the enactment of 
the 1948 amendments would not impair the financial soundness of the railroad 
retirement system. Congress was of the same opinion when the 1948 bill was 
enacted. Within a very short time thereafter both the Board and the Congress 
were vindicated. The latest actuarial valuation of the railroad retirement 
system showed it to be financially sound. 

Beginning on page 83, exhibit B showed the total net cost was 
estimated at 14.13. 

Now, the total net cost of the railroad retirement system, including 
the cost of repeal of the social security offset, would be 13.56. 
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That is almost six-tenths of a percent less than in 1951 the Board 
said was nothing to worry about. 

Unlike the Board, I think there are things to worry about. 

One of the things that ought to be worried about, it seems to me, is 
this discrimination and inequitable treatment of railroad retired 
employees. 

I have no doubt the financial position of the Board is not satisfac- 
tory, but I do not believe financial soundness ought to be achieved at 
the cost of repudiation of a promise. 

There have been insolvent governments which have repudiated 
promises to their elder bitiounai belt I have been unable to find another 
instance of a solvent government which has done so. 

With full appreciation of the financial implications, I do not be- 
lieve that the present difference between the prospective income and 
outgo warrants the continuation of the social security offset. 

Finally, I should like to refer on this point to page 297 of the 
Douglas Report. The page to which I refer contains a forecast of 
the Railroad Retirement Act. 

Under the Railroad Retirement Act, as amended in 1951, it shows 
that about the year 2010, a little over 56 years from now, the railroad 
retirement fund, on the basis of the latest actuarial valuation, would 
be exhausted. 

If this forecast be accurate, and if the estimate of the cost of repeal 
of H. R. 356 be accurate, the date of exhaustion would be moved up 
by about 5 years, from 2010, 2011, to 2005 or 6, still 50 years away. 

I do not, for one moment, claim that is a satisfactory situation. 

I do not understand that you are here engaged in a revaluation of 
the financial soundness of the Railroad Retirement Act, but to me 
the essential part of a system of this sort is fair dealing with those 
who come within its scope and the ability to secure sound financing 
must be, I believe, preceded by the confidence of those who are affected 
by it. 

In the groups which I represent that confidence does not now exist, 
and I do not think it can be brought into existence by any way 
except to honor the promises which have been made by the Congress. 

Thank you, Mr. Chairman. 

Senator Griswotp. Thank you, Mr. Latimer. 

Senator Murray. 

Senator Murray. I have no questions. 

Senator Griswotp. Senator Purtell. 

Senator Purre.y. I have no questions. 

Senator Griswotp. Senator Hill. 

Senator Hitt. Mr. Latimer, you were on the Board for a good many 
years, weren’t you ? 

Mr. Latimer. Yes, sir. 

Senator Hiri. You were chairman of the Board? 

Mr. Latimer. Yes, sir. 

Senator Hitt. And you say you are not primarily considering at 
this time the financial soundness of the fund? 

Mr. Latimer. No, sir. 

Senator Hitz. But since you are here with us and have had all this 
experience, have you any suggestion that you might make, or would 
like to make about the fund, to strengthen its soundness and strengthen 
the fund? 
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Mr. Larimer. In the hearings on the 1951 amendments, represent- 
ing only myself, I appeared before this committee and I did make 
a number of suggestions as to what seemed to me to be better ways 
of providing for railroad employees than was then being proposed. 

I protested the very provision I have spoken about this morning. 

Basically it seems to me that there will be no final solution of this 
problem until the Social Security Act is extended to cover railroad 
employees and there is created, over and above that act for railroad 
employees, as has been done in thousands of other cases, in industry 
other than roalroads, voluntarily everywhere else, a system of annu- 
ities, nonforfeitable in character, which would be apportioned to the 
contributions or the taxes paid by the individuals, and with the com- 
mitments made to the rate of any such change honored to the last 
penny. 

Now, that involves a good many problems of a very detailed charac- 
ter which, quite frankly, I haven’t explored completely, but I am more 
convinced the more I have studied the situation that that is the one 
way out, the only way out, and one which I am confident some day 
will be adopted. 

Senator Hitt. You mean that you would merge, so to speak, your 
railroad retirement system into the general social security system ? 

Mr. Latimer. No. I should include railroad employees under social 
security, but I should provide a separate, wholly distinct and com- 
pletely independent system of annuities for railroad employees, which 
would be assured insofar as it is humanly possible to make them such, 
so that without question and in all cases, the promises will be carried 
out. Thus, if Congress, for example, this year sees fit to increase 
the social-security benefits by a minimum of $5, and in some cases 
up to $13.50, and by certain other provisions, such as the proposed 
dropout increase—I think the possible increase I calculated the other 
day was $35 or $36 a month—the railroad employee would receive that 
benefit in exactly the same way that every other employee covered by 
social security would recieve it, and without losing one single cent 
from his roalroad annuity. 

Senator Hitt. That is all. 

Senator Griswoip. Senator Cooper. 

Senator Coorrer. I haven’t any questions. The testimony of Mr. 
Latimer offers a real base for our consideration. I expect to study it 
more carefully. 

Mr. Latimer. Thank you, sir. 

Senator Cooper. Your distinction between the principle involved 
and the question of cost is a good contribution. 

Mr. Latimer. Mr. Chairman, one other statement: There are some 
typographical errors, some of which we found, in the statement, some 
of which have not yet been corrected. If I may, perhaps tomorrow 
morning, hand to the stenographer a complete, corrected copy, would 
that be satisfactory ! 

Senator Grisworp. Yes, sir. 

Mr. Latimer. And I have one other request, Mr. Chairman: I have 
heard there may be a substitute offered for H. R. 356 in these hearings. 
I should like the privilege of a few minutes of comment on that statute, 
if it be offered. 

Senator Griswotp. Yes, sir. You wish now to—— 
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Mr. Latimer. Well, since I don’t know that it is to be offered, cer- 
tainly, and since it may have been—I have seen what was panes 
to be the substitute. It may have been changed. I should like to com- 
ment after I am completely certain as to what its terms may be. 

Senator Griswotp. The chairman is in ignorance as to any substitute 
which might be offered. 

Mr. Latimer. I have heard that there will be one. That is why I 
ask the privilege of making a few brief comments. 

Senator Grisworp. If there is a substitute offe red, you would like to 
have some opportunity to comment on it; is that it ? 

Mr. Latimer. I should like perhaps not more than 10 or 15 minutes 
in which to make some comments. 

Senator Griswotp. I asked 1 or 2 questions yesterday, which may 
have generated this thinking, as to some possibility of correcting the 
situation that developed after the amendments in 1951. There seem- 
ingly is a definite feeling that the Government broke the contract that 
many people felt they had with the Government, and I asked a ques- 
tion or two along the line as to whether it would be possible to reinstate 
those, but perhaps set up a new commission for the future. 

Was that the substitute that you 

Mr. Latrmer. Not the one of which I have knowledge. 

I would like, Mr. Chairman, if I may, to comment on that sug- 
gestion. 

Senator Griswotp. I would be happy to have it. 

There is one thing I would like to ask you, Mr. Latimer: How many 
people had their annuity reduced by virtue of the operations of the 
amendment adopted in 1951; approximately ¢ 

Mr. Latimer. Well, in the hearings last summer, on the basis of a 
l-percent sample, the Railroad Retirement Board gave a figure of 
30,200. Yesterday, there seemed to be a figure of 38,000. 

Senator Griswotp. I was going to ask you about that. I don’t know 
whether my statement is correct, but I thought perhaps what had 
happened, while there might have been 30,000 that were cut off by the 

eration of the 1951 amendment, yet if this law before us is enacted, 
a might be 38,000 or 40,000—both of those figures have been used 
in testimony—get some benefit, because there are probably 8,000 or 
10,000 more that haven't had any benefit out of it because of the 
operation of that 1951 amendment. 

Mr. Latimer. I don’t think, sir, in all candor, that the suggestion 
you make would completely meet the bill for this reason : Let me take, 
first, the case of Mr. Hartman, to whom I referred a moment ago. 
He is not yet 65. He has paid the maximum taxes under the Railroad 
Retirement Act. He has paid the maximum taxes, I believe, since 1940 
under the Social Security Act. He will continue to pay both for some 
years yet. I think he may 65 in the next few years, but I am not sure 
that he has any intention of retiring. He doesn’t look it now, anyway. 

It doesn’t seem to me fair to say to him, “Now, because you 
haven’t yet retired, we're still going to deprive you of the benefit, any 
benefits you have under your taxes.’ 

Now, there are a good many thousands of others who have not yet 
retired under social security who have railroad retirement credits, have 
made no application and don’t intend to retire yet and who would be 
affected adversely by cutting off in midstream. 
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It seems to me that does not supply the answer to this problem. 

I think there is no answer short of outright repeal, in the form of 
356. 

Senator Grisworp. I wasn’t even prepared to recommend it. I was 
just exploring that particular field. 

Certainly it wouldn’t be fair that that man pay the social security tax 
and then have no opportunity to receive any benefit from it. 

Mr. Latimer. And it is not practical to waive the tax. 

Senator Griswotp. You think that would not be at all fair’ 

Mr. Larimer. No, sir; and I don’t think it is practical to waive the 
tax. 

Senator GriswoLtp. You mean by the administrative standpoint ? 

Mr. Latimer. Well, administrative standpoint and if all the rail- 
road retirement employees who might go into social security—if they 
have their tax waived, I suppose it is only fair to waive the taxes 
of a good many others who are similarly adversely affected, and it 
would create a considerable market for services of former railroad 
employees whose wages wouldn’t have to be taxed under social security. 

I should think that would lead to quite some difficulties, both 
administrative and otherwise. 

Senator Griswotp. They might get better jobs. 

Mr. Larimer. I think you would find the end result would not be 
good. 

Senator Griswo.p. I was anxious to have your comment on that; 
but I know nothing of any substitute that might be offered. 

Mr. Larimer. I have read one, sir, in a draft, 2 weeks ago, which 
I heard was to be offered. That is why I made the request. and I have 
not seen it since, and what its form may be now and whether it will 
be offered I do not know. 

Senator Griswoip. Senator Upton. 

Senator Upron. I have been examining a copy of the report, of the 
Retirement Board for 1952. It indicates there were then some 257,000 
employee annuitants. You have been talking about two classes of 
annuitants, those who entered the employ of the railroad before 1937 
and those who entered subsequently. Can you give us the approxi- 
mate percentage or the approximate number in the two classes? 

Mr. Latimer. There is a table that gives it there as of December 31, 
1951, I suppose it is. 

I think it is less than 10 percent who have had subsequent service 
only, that is, service since 1937, and the portion since 1951 has de- 
clined 2 or 3 percent, I think. 

Senator Urron. Are we to understand 90 percent of the annuitants, 
employee annuitants, entered the service of the railroad before 1937 ? 

Mr. Latrmer. One hundred percent? 

Senator Upton. Ninety percent. 

Mr. Latimer. At the present time; yes. Of course, that percent- 
age will go down and in another 30 or 40 years there will be prac- 
tically no one who did not enter after 1937. 

Senator Cooper. May I ask a question, Mr. Chairman? 

Senator Griswotp. If Senator Upton is through. 

Senator Urron. Yes. 

Senator Griswoip. Senator Cooper. 

Senator Coorrr. I would like to ask this question, which is along 
the same line as Senator Upton’s question: It has been stated that 
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the class that would be affected by the repeal of the section numbers 
about 38,000. Do you have any idea as to how much the class would 
be enlarged, in numbers ? 

Mr. Latimer. Well, the estimate of the Railroad Retirement Board, 
filed in the House hearings, gave the total number as about 78,000, 
in its entire operation. 

Senator Coorprr. You mean that the repeal of this section could 
affect 78,000 employees ¢ 

Mr. Later. Yes; but not all at one time. 

Senator Coorrr. I know that. When the study was made, it was 
determined that the deficit would be increased by, I believe, $11 mil- 
lion a year, or a total of over 300 million 

Mr. Latimer. Three hundred and eighty-five million. 

Senator Cooper. Did it take into account the possibility of the 
enlargement of the class to the 78,000 or just the 38,000? 

Mr. Latimer. Oh, no; the entire group. 

Senator Coorrr. The entire group. 

Thank you. 

Senator Griswotp. Mr. Latimer, will those who enter the employ 
of the railroad company after 1937 be permitted to go into social- 
security retirement after they retire ? 

Mr. Latrver. Oh, yes. 

Senator Griswotp. And draw social-security benefits? 

Mr. Latimer. Oh, yes. 

Senator GriswoLp. So, we are only talking about those who entered 
the railroad prior to 1937? 

Mr. Latimer. That’s right. 

Of course, the acute point is the few years after the new start, which 
under the dropout provision, if the President’s recommendations 
should carry, would be extended for a few years; but the new start 
made it possible for relatively large social-security benefits to be paid 
out to employees with relatively short service. 

Now, the great majority of employees who have entered since 1937 
came in when they were under 30, and if just after they retire they 
should come into social-security employment, the time required for 
them to qualify would be quite long, unless the law is changed again; 
and if they do qualify, the method of calculating the average wage 
is such as to produce for them the minimum, and only the minimum 
benefits. 

So the problem some years hence would not be a large one. 

Senator Grisworp. If there are no further questions, Mr. Latimer, 
we thank you very much for your contribution. 

Mrs. Whitley. 


STATEMENT OF MRS. EDYTHE WHITLEY, NASHVILLE, TENN., 
REPRESENTING THE TENNESSEE RAILROAD PENSIONERS 





Mrs. Wuittery. Mr. Chairman, I am Edythe Whitley, from Nash- 
ville, Tenn. 

Senator Cooper. Excuse me. May I interrupt a moment? 

Mr. Chairman, I have to go to another hearing, and I just want 
to say I will read the testimony of Mrs. Whitley. I am sorry to have 
to go to this hearing. 
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Mrs. Wurittey. That is all right. 

Senator Griswotp. If you will, proceed, please. 

Mrs. Wuiriey. As the authorized representative for the Tennessee 
Railroad Pensioners, an organization sponsored and operated by some 
300 railroad annuitants, spouses, widows, and survivors, who receive 
monthly compensation under the provisions of the Railroad Retire- 
ment Act, as amended, I bring a message against the dual benefit 
and in favor of H. R. 356 as passed by the first session of the House 
of Represe ntatives in 1953. 

First, may I express, through you, to all of the Members of the 
Senate, and especially to the members of this committee, apprecia- 
tion for their support in granting certain increases and benefits to 
the annuitants in the past. 

I do not come requesting an increase in annuities but to ask your 
support of H. R. 356 without change. 

I request you to grant the annuitants that which they feel is justly 
theirs, and urge you to keep every phase of the railroad retirement out 
of social security connection. 

The amerdments of 1951 created a situation which jeopardizes the 
security of the railroad retirement and which goes far in merging 
the railroad retirement and social security. 

I call your attention to the testimony and printed report of the 
Tennessee Railroad Pensioners, in which you will find on pages 231 
through 243 a report of the hearings before the Committee on Inter- 
state and Foreign Commerce, House of Representatives, on H. R. 356 
held June 2, 3, 4, and 5, 1953 

I shall not take your valuable time to go over that complete report 
since it is available to vou at this time. However, I do urge you to 
study it in connection with the question at hand. 

It is not my purpose or intent to attempt to delve into criteria, 
statistics, or percentages. Few, if any, of the affected persons who 
depend on the Railroad Retirement Act for their monthly existence, 
understand such language. The only criteria that the annuitants 
will understand is that of plain horsesense. The only statistics they 
understand are those based on right and justice. 

We do not believe it is any more just for a member or employee of 
the Railroad Retirement Board to be allowed to work for a railroad 
company a number of years earning coverage under the Railroad Re- 
tirement Act, then leave the railroad service for employment with 
the Railroad Retirement Board, under Federal pension laws, and 
draw, without any deductions, provisions under both, the railroad 
and the Federal pension plans, than it is for a railroad worker, no 
matter what his classification of employment, to receive from the 
Railroad Retirement Act and the social security at the same time. 

We do not believe it is any more just for an annuitant under the 
Railroad Retirement Act to draw full coverage from the Railroad 
Retirement Board and after leaving the railroad service become em- 
ploved by a State, a county, or a city government and become eligible 
to draw full pension from both when that employee has completed 
the requirements under both the Railroad Retirement Act and any 
pension plan of a State. a county, or a city government, than it is for 
a worker who has met the provisions of the Railroad Retirement Act 
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to then work and become eligible under the Social Security Act and 
be denied the full provisions of both the railroad retirement and the 
social security. 

If you are going to penalize a railroad annuitant for social security, 
then why not also penalize the Railroad Retirement Board employee’s 
Federal pension ? 

Why not penalize the State, the county, and the city employee who 
draws railroad retirement ? 

It seems to me that what is good for the goose should be good for 
the gander. ; 

It takes no more for the retired Railroad Retirement Board em- 
ployee, the State, the county, or the city employee to live than it does 
for the railroad employee who has found it impossible to exist on his 
railroad annuity and who goes out and gets him a little job, subject 
to social security, and then be penalized for trying to help himself. 

The amendments of 1951 to the Railroad Retirement Act were recog- 
nized, even before their passage, as being a piece of legislation most 
vicious in application. However, it was not realized that the import 
of such legislation, its application and/or administration could be so 
harsh. 

It was then, and still is, extremely difficult for the retired railroad 
employee to believe that such an honorable body of just Americans 
would entertain the enactment of such unjust legislation. 

We do not believe that the Members of the Senate and the House of 
Representatives realized the interpretation of the 1951 amendments 
would have such an impact upon the Railroad Retirement Act. 

Let me add: Who was it that established the railroad labor organi- 
zations ? 

The very same men who today are forced to come back, feeble and 
infirm, to save their brain child from infiltration. 

With all due respect to the labor organizations, 99 percent of the 
members of the Tennessee Railroad Pensioners were, while working, 
members of one or more of the organized labor groups. 

Had it not been for the labor organizations there would be no rail- 
road retirement system, no 16-hour law, no 8-hour day, no 5- or 6-day 
week, no paid vacations, and so on. 

They have done an excellent job for the worker. It must be remem- 
bered, however, that when a man goes on the retired list he no longer 
pays assessments to those organizations for representation. 

Each and every one of the Tennessee Railroad Pensioners bow their 
heads in appreciation to those organizations who are cooperating with 
the retiked groups to protect the interest of the retired; yet, no one 
can know the problems of retirement and reduced incomes until they 
join the ranks. 

I wonder if you gentlemen realize that the rank and file of the or- 
ganized labor groups who are opposing H. R. 356 are just as much in 
favor of this bill as it now stands as we who are here pleading for its 
passage. 

I know those in Tennessee exerted considerable effort to have the 
representatives of their organizations to support H. R. 356. They 
have requested that I include this statement for them. 

Is it another example of crowding the old man out, like one of the 
organizations did to those who but a few years back carried insurance 
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in their organization—insurance policies which read paid up at 70; 
then just before reaching that age they were forced by the organ- 
ization to convert such policies to straight life, step-up premium poli- 
cies in order to crowd out as many as possible? 

The premium on the original $2,000 policy was $2.50 a month. By 
increases in 1942 it was increased from $6 to $10 per month. 

The converted policies carry such exorbitant step-up provisions 
that most of the holders have been forced out entirely. 

There is no cash-out value. 

A man who holds one of these policies today, aged 80 or past, pays 
a monthly premium of $25 to $30 monthly or loses everything he has 
paid over a period of 20 to 30 years. 

Be it understood that these men were past the age of other insurance 
when the conversion was forced upon them. 

I ask you: What greater pressure can be thrust upon the annuitants? 

Big business, the American Railroad Association, the United States 
Chamber of Commerce and their bevy of highly trained legal and 
political minds do not know the problems of the little man. 

There is an excellent reason the American Railroad Association is 
not concerned with the welfare of the retired worker. That group, 
naturally, is composed of only the executive classification. Most, if 
not all, railroads today pay private pensions to their retired execu- 
tives. Therefore, the retired executives are not compelled to live on 
the small monthly annuities provided under the Railroad Retirement 
Act. 

Unfortunately, but definitely true, it seems that the Railroad Retire- 
ment Board is more concerned in how to keep a retired or disabled 
worker out of an annuity than they are in trying to help him get an 
annuity. 

It may not be exactly proper to use an example in connection with 
my statement, but attached to this report you will find an example 
which briefly gives you some idea of what I am trying to show you. 
It clearly shows the attitude of the Railroad Retirement Board in 
handling claims. 

I file that for the record, if you will permit me, sir, and not read it. 

Senator Griswoxp. It may be received and made a part of the 
record. 

(The statement submitted by Mrs. Whitley appears on p. 158, to- 
gether with a letter from the Railroad Retirement Board explaining 
the case and a letter of reply from Mrs. Whitley.) 

Mrs. Wuittry. Remember that the railroad employee pays for his 
annuity while he is working. 

Remember he worked hard to establish the security he thought he 
was getting through the enactment of the Railroad Retirement Act of 
1937. 

Remember the Government does not subsidize to pay annuitants 
under the Railroad Retirement Act. 

Remember the Government does not provide funds for the opera- 
tion of the railroad retirement system. 

All this is provided through and by the payment of a tax set by law 
while a railroad employee is ‘working. 

It is quite different from the Social Security Act, which provides 
that the Federal Government subsidize the fund in case of a shortage 
to pay claims. 
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So far as I have been able to learn, there is not a word in the Social 
Security Act which penalizes a man because he draws from some 
other pension plan. 

Again permit me to refer you to the hearings of the House of Repre- 
sentatives on H. R. 356, pages 231 through | 243, giving examples of 
the effect on the individual. 

The Tennessee Railroad Pensioners do not believe that the Senate 
of the United States, the representatives of the people, ever intended 
to favor any special group or interests. 

You gentlemen who sit in these hearings are men of courage, expe- 
rience, good judgment, humane feeling, and endowed with an extra 
amount of wisdom or you would not be where you are today. 

You are far too intelligent and fairminded to permit such injus- 
tices as are provided in 1951 amendment to the Railroad Retirement 
Act to continue. 

Gentlemen, in making your decision on H. R. 356, let me beg of 
you, give the railroad annuitants their just rights; keep them out of 
social security in every way; please, please recommend and pass H. R. 
356 just as it was passed by the House of Representatives, without 
a single change. 

Thank you. 

Senator Griswoitp. Mrs. Whitley, I am sure that no member of the 
committee is going to argue with your statement about the courage, 
experience, g good judgment and wisdom of the members of the com- 
mittee; but there may be some questions. 

Senator Murray. 

Senator Murray. I don’t have to ask any questions. I am satisfied 
with the statement. 

Senator Griswotp. Senator Upton. 

Senator Upron. No questions. 

Senator GriswoLp. Senator Hill. 

Senator Hitz. No questions. 

Senator Griswotp. Thank you very much. 

Mrs. Wuitiey. Thank you. 

Senator Griswotp. Is Mr. Cloud present? 


STATEMENT OF J. F. CLOUD, SR., ATLANTA, GA. 


Mr. Croup. I am deeply grateful that you allow me to appear 
before this committee. 

Senator Griswotp. Now, your name is J. F. Cloud? 

Mr. Croup. Yes. 

Senator GriswoLp. From Atlanta, Ga. ? 

Mr. Croup. I don’t represent anyone, only my own family, but I 
think my position affects thirty or forty thousand railroad employees. 
I am a retired railroadman, subject to the Railroad Retirement Act, 
and I am also subject to soci ial security, and I am appearing in inter est 

of this bill in the hope that you do pass it. 

I understand if this bill is passed, I will be able to work on until 
I am 75 years old. 

My railroad retirement was cut down, and I said I would apply 
the social security for the difference, but the social security says I am 
not entitled to any benefits until I reach 75 years old. 
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I am paying a tax around, about five to seven hundred dollars a 
year, income tax. 

Senator Griswotp. Thank you very much. 

Are there any questions you want to ask, Senator Hill ? 

Mr. Cxuoup. And I am appearing in the interest of that bill, and 
hope you do pass it so the retired railroad men can work and still 
draw their full railroad retirement. 

Senator Hitt. How old were you when you retired from the 
railroad ¢ 

Mr. Cuoup. I was 60 years old. 

Senator Hitu. What sort of work have you been doing since ? 

Mr. CLioup. Station accounting, in the general oflice at the Southern 
Railway, at Atlanta. 

Senator Hitz. Atlanta. 

Who are you working with now, may I ask? 

Mr. Cuovp. I am working for myself. 

Senator Hivw. Working for yourself. 

Mr. Croup. Yes. Me and my two sons are in the dry-cleaning 
business in Atlanta. 

Senator Hitz. If you work for yourself, how are you under social 
security now ¢ 

Mr. Cioup. Well, they say I am, but I go to social security and I 
couldn’t get anything out of there. I couldn’t make but $3 or $4 a 
month. 

I am not entitled to draw any social security, but I am paying it. 
I pay $81 a year. 

Senator Hm. Into social security ? 

Mr. Croup. Yes. 

Senator Hix.. For yourself ? 

Mr. Croup. For myself. 

Senator GriswoLp. He is self-employed. 

Senator Hitt. You come under the category of self-employed ? 

Mr. Coup. Self-employed; that’s right. 

Senator GriswoL_p. But the amount that you would draw as social 
security if you stopped work is today being deducted from your rail- 
road re t irement payment; is that correct ! 

Mr. Croup. Well, I don’t know how they figured it. 

My wife \ was drawing on that. Her annuity was reduced to $11.83 
April of 1952 [reading] : 

An overpayment exists, paid you at the monthly rate of $40, under the above. 

Our records show we overpaid you $420, and we stopped your payment July 1, 
1953. 

If I refund this $420, why she will get $11.83 a month. 

I didn’t refund it because this bill was before the House. I under- 
stood it passed the House, and we didn’t give it back. 

Of course, my wife had to pay more back than I did. 

My annuity was $75.30 a month 

My annuity should be $53.52 under the 1951, and my wife is $11.96. 

Since they didn’t handle that thing through, until July 1953, why, 

run that overpayment. 

Senator Griswo_p. Thank you very much, Mr. Cloud. 

Is Mr. Fain here? 
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STATEMENT OF GUY F. FAIN, GRAND PRESIDENT, THE NATIONAL 
ASSOCIATION OF RETIRED AND VETERAN RAILWAY EMPLOYEES 


Mr. Farn. Mr. Chairman and members of the committee, my 
name is Guy F. Fain. My home address is Glendale, Ohio, a suburb 
of Cincinnati. 

My presence before your committee is that of grand president of the 
National Association of Retired and Veteran Railway Employees, 
an organization national in scope with local units located through the 
United States and recognized by the railroad standard organizations 
with which we cooperate. 

Our organization is regularly constituted and is governed by a 
constitution and bylaws. ‘The business of the organization is con- 
ducted by legally elected officers chosen by delegates from each local 
unit in reguls ar convention assembled and is a nonprofit organization. 

It would serve no purpose and would be foolish for me to state 
before your committee that all retired and veteran railway employees 
are members of our association; but I do state most earnestly that we 
do speak for not only those who are members of the national associa- 
tion, but for thousands of nonaffiliated retired railway employees, who 
have by correspondence shown their appreciation of those things we 
are endeavoring to accomplish in their behalf. 

With the foregoing introduction, Mr. Chairman, I wish to present 
the following: 

At this time we desire to place before your committee our plea for 
the repeal of the last paragraph of section 3 (b) of the Railroad Re- 
tirement Act, effective October 30, 1951, and return to all retired 
railway men and their spouses the right to collect their full annuity 
under the Railway Act as well as any social security rights they may 
have earned. 

In the furtherance of this plea, we earnestly pray that this com- 
mittee favorably approve the adoption of H. R. 356. 

This bill after lengthy hearings, conducted by the Interstate and 
Foreign Commerce Committee of the House of Representatives, cover- 
ing 268 pages of testimony, and then after a careful study of that 
testimony within the committee, was reported to the House of Repre- 
sentatives and passed by that body by an almost unanimous vote. 

In justice to the many thousands of retired railway employees who 
have suffered through the amendment to section 3 (b) of the Railroad 
Retirement Act, and in consideration of the full discussion and study 
given this question by the members of the House of Representatives, 
we earnestly pray that this committee favorably approve of the adop- 
tion of H. R. 356, as passed by the House, without amendments or 
changes of any manner. 

Being an ordinary railroad man, with 48 years of service with the 
Baltimore & Ohio Railroad, working in the capacity of waterboy, 
freight handler, switehman, brakeman, and passenger trainman, and 
not being a lawyer or statistician, I would hesitate to try to improve 
on the statements made by Mr. Murray Latimer and others. 

I do feel qualified, in my small way, to point out to you the injus- 
tice of section 3 (b) of the Railroad Retirement Act, which has been 
detrimental and unfair to thousands of our pensioners. 

My association with thousands of retired men and women has 
brought to me many heartaches, and may I say, gentlemen, that I have 
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personally contacted more retired railroad employees, their wives 
and widows than any other officer or group of officers who are oppos- 
ing the passage of H. R. 356. 

I know that the members of this committee, as did the members of 
the House, receive many heartbreaking letters from these old and 
faithful retired railway employees. 

Mr. Chairman, and members of this committee, I want you to bear 
in mind that these old men are the same young men who nurtured 
and sustained the present railway labor organizations in their in- 
fancy. A large majority of these affected by this unjust legislation 
were the active members of the various railway labor organizations 
now alined with the opposition to the adoption of H. R. 356. 

Now, in the evening of their life, these same organizations are exert- 
ing all their efforts to punish them. Why? 

Is it because they were born too soon ? 

Are their annuities decreased so that those who were not born too 
soon can enjoy better and higher annuities? 

Is this the American fair play ? 

You will be told by the representatives of the opposing railroad 
labor organizations that they find no dissatisfaction among their mem- 
bers over the so-called penalty clause in the Railroad Retirement Act. 

Have they talked with those in retirement or with those still in 
active service ? 

Would you expect to hear a citizen of Moscow publicly criticize the 
actions or decree of a Stalin? 

I say, and say honestly, that large numbers of their members, par- 
ticularly those who will retire within the next 13 years, are not in 
accord with the efforts of their officers to defeat the enactment of this 
legislation. 

With the previous testimony brought before the House committee 
and the testimony presented to your honorable committee, I feel that 
in the spirit of true American fair play you will approve the adoption 
of H. R. 356, as passed by the House, without amendments or changes 
of any kind. 

Mr. Chairman, if it is not indiscreet, I would like to say, as I just 
said, I have talked to more of these old pensioners than any of the 
heads of the organizations who are opposing this bill. 

I say that without any fear of contradiction because I have been in 
Florida where there are thousands and thousands of our men who are 
under this. 

I have been in Pennsylvania, where there are thousands more of 
them. 

In Cincinnati we have got about 18 or 19 hundred of them. 

I know what I’m talking about, and these men in this room know I 
know that, that that is the truth. 

These men have been crucified. 

They don’t know. 

Our heads of our organizations, some of them, are too busy, and I 
know they are busy, and I don’t hold that against them; but they 
don’t go into the first or second or third story to see the poor, old pen- 
sioners, drawing $65 and $70 a month, living in one room. 

They don’t know what that is. They’re too busy. 

I’m telling you I do know, Mr. Chairman, the suffering that these 
people really have gone through. 
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We are begging you, Mr. Chairman, and your committee, to give us 
just a few crumbs of what we are entitled to. 

Those men paid for that—and, oh, what a blessing it would be to 
bring a little happiness in the rest of their few years they have got. 

They are depending on you men, and God knows I’m praying to you 
to give the same consideration to them as the House of Representatives. 

Thank you. 

Senator Griswotp. Thank you very much, Mr. Fain. 

Senator Murray. 

Senator Murray. No questions. 

Senator Griswoip. Senator Upton. 

Senator Upron. No questions, Mr. Chairman. 

Senator Griswoip. Senator Hill. 

Senator Hm. No questions. 

Senator Griswoitp. Thank you, indeed. 

Mr. Farn. Thank you. 

Senator Griswotp. Is Mr. Fort here ? 

Mr. Forr. Yes, sir. 

Mr. Chairman, may I ask how long the committee intends to sit 
this morning ? 

Senator Griswotp. We should stop at 12 o’clock. I judge we might 
run over for a few minutes. 


STATEMENT OF J. CARTER FORT, VICE PRESIDENT AND GENERAL 
COUNSEL, ASSOCIATION OF AMERICAN RAILROADS 


Mr. Fort. Mr. Chairman and members of the committee, my name 
is Carter Fort and I appear here for the Association of American 
Railroads, of which I am vice president and general counsel. 

We do not think that the so-called dual-benefit provision of the 
Railroad Retirement Act should be repealed, and it follows that we 
do not think that any bill providing for such repeal should receive 
your favorable consideration. 

I believe, if I may say so at this stage, you will find the question 
presented to you far from being as simple as it might appear from 
some of the evidence that you have heard up until this time. 

We take this position against repeal because the repeal of the dual- 
benefit provision would add substantially to the cost of the railroad 
retirement system and there is no money in that system to absorb any 
additional cost, and because it appears that the elimination of the 
dual-benefit provision would create widespread and substantial in- 
equities. 

I think you will find that the repeal of that provision, instead of 
curing inequities, would bring inequities into play, and that I shall 
attempt to show you. 

At the outset it is well to bear in mind the legislative history of the 
dual-benefit provision, a history which is significant in connection 
with the present proposal to repeal aan 

The dual-benefit provision was added to the Railroad Retirement 
Act as a part of the 1951 amendments. It was sponsored and sup- 
ported not by the railroads but by the representatives of a large ma- 
jority of railroad employees. It was supported by them as a means of 
saving money for the railroad retirement system in order to make 
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funds available to help pay the cost of the general benefit increases 
provided by those amendments, including an increase of 15 percent 
in old-age annuities, an increase of 3314 percent in survivors benefits, 
and, in addition, a new spouse annuity. 

This is set forth very clearly in a report entitled “The Dual Bene- 
fit—or Section 7 Deduction—Provision of the Railroad Retirement 
Act of 1951, Pro and Con,” which was made to the Senate Finance 
Committee by the Legislative Reference Service of the Library of 
Congress and published i in the Congressional Record of May 5, 1953, 
beginning at page 4650. I quote from that report: 

A major reason given for the adoption of section 7 (the dual-benefit pro- 
vision) is that it would help meet the costs of liberalizing other aspects of the 
railroad retirement system included in the 1951 amendments, without increas- 
ing the payroll tax. For example, without a tax increase employee benefits 
were increased by 15 percent, survivor benefits by one-third, and a spouse’s bene- 
fit was added. The importance of the cost factor as the major argument for 
the dual-benefits provision in section 7 was cited by representatives of the Rail- 
rot ad Retirement Board as follows: 

“The provision was frankly advanced by the sponsors of the legislation as a 
source of additional revenue to the account. The justification given for it is 
that railroad benefits directly and social security benefits (by means of the 
heavily weighted formula) directly, both allow credit for service before 1987 
on which no taxes were paid. It was believed that the railroad system should 
pay all retirement benefits attributable to service that has been taxed; on the 
other hand, it was held that it should avoid duplicate ‘unearned’ benefits by 
withholding annuities based on untaxed service up to the amount of any social 
security benefits that may be payable.” 

Thus it appears that the very amendments, those in 1951, which 
added the dual-benefit provision to the Railroad Retirement Act and 
contemplated thereby sustantial savings to the system, also made pro- 
vision for the expenditure of those savings by liberalizing the gen- 
eral benefits. Accordingly, the savings received from the dual-bene- 
fit provision have already been spent by providing increases in general 
benefits as proposed by the representatives of a large majority of rail- 
road employees. 

To repeal the dual-benefit provision under these circumstances 
would amount to spending the same money twice. 

The money has already been spent in increasing benefits. 

According to the estimates of the Railroad Retirement Board, the 
repeal would add $714 million per year in perpetuity to the cost of 
the railroad retirement system, or 0.15 percent of the taxable payroll. 

This cost is expressed in another way in the report to the Senate 
Finance Committee by the Legislative Reference Service of the Li- 
brary of Congress, to which I have referred. The followi ing is quoted 
from that report: 

According to estimates furnished by the Board, the savings resulting to the 
railroad system from the dual-benefit provision would accumulate to somewhat 
more than $1 billion by the year 2000, as follows: $11 million a year for the first 
10 years, $15 million a year for the next 10 years; $9 million a year for the 
third decade, $3 million for the next, and in steadily decreasing amounts repre- 
senting a dollar saving in benefits of about $385 million, which, taking the 3- 
percent interest rate into account for the whole period, would yield the accu- 
mulated amount of $1 billion by the year 2000. 

I think a better figure, if I may say so, Mr. Chairman and gentle- 
men, is that $714 million a year in perpetuity, I believe, represents the 
savings to the system, sconeing to the Railroad Retirement Board, 
which was br ought about by including the dual-benefit provision, and 


you would add that much if you would now repeal it. 














RAILROAD RETIREMENT ACT 93 


This added cost would be superimposed on a system which is al- 
ready operating at a deficit. 

The fifth actuarial valuation of the assets and liability under the 
Railroad Retirement Act, made by the Railroad Retirement Board in 
accordance with the provisions of the act, and with the assistance of 
an actuarial board, which was published in April of last year, shows 
that the level cost of the system, including the dual-benefit provision, 
is 13.41 percent of the taxable payroll, or 0.9 percent greater than the 
tax income, which is 12.5 percent of the payroll. 

This deficit of 0.9 percent amounts to $45 million a year in 
perpetuity. 

This $45 million annual deficit would be increased, as I have stated, 
by $714 million if the dual-benefit provision were repealed. 

You will recall Mr. Latimer—Dr. Latimer—the witness who came 
just before me, said he could not say the financial condition of the sys- 
tem is good at this time; and when he appeared before your committee 
in 1951 I hi appened to be in the room. I have not read his testimony 
since, but my memory of his testimony is that he thought the system 
was in very poor condition financially. 

To pass the bill which is before you would add another straw to 
the load—and not a straw either, because it would be $714 million a 
year. 

Now, it has been said even if the stability of the system, from a finan- 
cial point of view should be threatened somewhat by this bill, never- 
theless it should be passed because it is fair dealing and that kind of 
thing to pass it. 

I think just the opposite will appear and that no equitable considera- 
tions at all require the passage of this bill, but that the contrary is 
true. 

In the absence of the dual-benefit provision, an employee with rail- 
road service qualifying him for benefits under the railroad retirement 
system and also with service in another industry or self-employment 
qualifying him for benefits under the general social security system 
would receive the full amount of each benefit without deduction or 
adjustment, even though the amount of his railroad retirement benefit 
was based in part on service before 1937, the so-called prior service 
with respect to which he paid no taxes. 

Generally, the combined benefits received by such an employee 
would be very much higher than the benefit which he would have re- 
ceived under the Railroad Retirement Act if all of his service had been 
railroad service. 

For example, a man with 25 years’ railroad service, including service 
prior to 1937 in connection with which he paid no tax, and 5 years’ 
service covered by general social security, would receive substantially 
more than if his entire 30 years of service had been railroad service ; 
and this is true in spite of the fact that he would have paid a greater 
tax if all his service had been railroad service than he did pay with 
25 years’ railroad service and 5 years of service under social security, 
because the tax upon employees under railroad retirement is very muc ch 
higher, not being 614 percent, than the tax upon employees under 
general social security, which is now 2 percent, having been increased 
from 11% percent on January 1 of this year. 

In other words, if I may state it very plainly to this committee, I 
can’t see any reason in equity why two men who entered the railroad 
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service on the same day and one of whom continued to work for tne 

railroad all of his life, say, 30 years or 35 years, and another man 
who worked for 25 or 20 years with the railroad and then took this 
social security service—I can’t see why there should be a distinction 
between them in the amount of the pension they get, so that the one 
with the split service would get a considerably larger pension than 
the one with the single railroad service, although he had paid less 
taxes. 

That is the point I have in mind. 

The so-called dual-benefit provision provides that if an employee is 
eligible to receive a railroad retirement annuity based in part on 
untaxed service before 1937 and is also eligible to receive a social se- 
curity benefit he shall not receive the full amount of both benefits, 
but an adjustment shall be made. 

The adjustment takes the form of a reduction in the railroad re- 
tirement annuity, either by the amount of the social security benefit or 
by the amount of that part of the railroad retirement annuity based 
on prior service, whichever makes the smaller deduction. 

Thus, in no event is the railroad retirement annuity reduced by the 
dual-benefit provision to an amount less than that payable on the basis 
of all railroad service since 1936, that is to say, on railroad service in 
connection with which the employee paid direct taxes. 

No reduction is ever made in the social-security benefit. 

The dual-benefit provision contains a so-called savings clause to the 
effect that persons retired from the railroad service prior to October 
29, 1951—and that is the date when the law became effective—shall 
not receive in combined benefits less than they were receiving prior to 
the enactment of the provision. 

So, the enactment of the provision, as I understand it, did not have 
the effect of actually making any one’s combined pension less than it 
was before the law was passed. 

Much has been said about alleged inequities resulting from the dual- 
benefit provision. Indeed, the only reason advanced in favor of the 
repeal seems to be alleged inequities. However, the information which 
has been made available by the Railroad Retirement Board seems to 
point unmistakably to the conclusion that the dual-benefit provision 
has not given rise to general and substantial inequities. On the con- 
trary, it would appear that the repeal of that provision would result 
in creating widespread and very substantial inequities. 

At this ‘point I ask you to look at the table which is at the back of 
my written statement, which you have. I think you can follow what 
I have to say better by looking at that table than by following the 
written paper. 
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(The table referred to is as follows:) 


TABLE 2.—Railroad retirement annuities in force Dec. 31, 1952, subject to reduc- 
tion under dual benefit provision: Number, average combined benefits under 
both systems, and average railroad annuity that would be payable on combined 
service, by method of reduction and family composition 


Average combined rail- | Average 
| road retirement and | “railroad 
| social-security bene- | retirement 








Method of reduction and family composition Number fits | annuity” ? 
aaah cmateamell _| based on 
| | combined 
| Unreduced| Reduced service 
| 
Total ae aiceceds aa ; a 1 30, 200 $139 $112 $104 
Annuitant only. ‘ ‘ 4 .| 19, 700 114 | 94 86 
Annuitant and wife | 10, 500 185 | 145 | 139 
REDUCTION LIMITED BY SAVING CLAUSE | | 
Total... cad ic sade . ‘ adit 16, 600 121 | 101 89 
Anuitant only esi puchdletes eee | 14, 600 113 | 96 | 84 
Annuitant and wife aoe sa ‘ canal 2,000 | 183 137 126 
ia Gein DT . 
REDUCTION EQUAL TO PART OF ANNUITY BASED ON PRIOR | 
SERVICE | | 
TEE | inn ccmne nine cdeke hank butesainawas ee 3, 100 | 118 | 92 80 
ORG i: tc ogiitinae ible ntemeiee 1, 700 84 | 67 | 55 
Annuitant and wife ___- naib piqued aioe 1, 400 | 160 122 110 
penne SS 
REDUCTION EQUAL TO AMOUNT OF OLD-AGE BENEFIT | 
| | 
| j 
Total... aces iene She ee oa eae 10, 500 | 171 137 | 136 
AINA NO II oan Luresbadtaentienmeaghnndvot 3, 400 130 103 | 107 
Annuitant and wife setntshacabaswewnrebne dite 7, 100 191 153 | 149 





| | i 


1In 2,500 cases, entitlement to social-security benefits was potential. For these cases, the combined 
benefits consist only of the railroad benefits. 

2 Computed on assumption that each quarter of coverage in social-security employment was creditable 
as 3 months of railroad service, and that earnings in such employment were at same rates as for railroad 
service. 


Norte.—Based on 1-percent sample of retirement annuities in force Dec. 31, 1952. Excludes 300 former 
carrier pensioners receiving reduced amounts because of dual-benefit provision, 


Mr. Forr. That table was prepared by the Railroad Retirement 
Board and included as a part of the testimony of Mr. Walter Mat- 
scheck, director of research, Railroad Retirement Board, at the hear- 
ings before the House Committee on Interstate and Foreign Com- 
merce, held in June of last year, on H. R. 356, one of the dual-benefit 
bills now before your committee. 

The table appears at page 34 of the printed hearings. 

The table shows that there were, as of 1 December 31, 1952, 30,200 
railroad employees receiving benefits from the railroad retirement 
system and the general social security system, whose railroad retire- 
ment benefits are reduced by the dual-benefit provision. 

The table shows that under the dual-benefit provision these annui- 
tants receive, on an average, combined railroad retirement and social 
security benefits of $112 per month, whereas if their service in both 
railroad and outside work had all been in railroad work, they would 
have received, on an average, only $104. 
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In short, even with the dual-benefit provision in effect, they receive 
$8 per month more by reason of the fact that they had service both 
within and without the railroad industry than they would have re- 
ceived if their entire service had been railroad service. 

Certainly, this does not indicate that the dual-benefit provision re- 
sulted in inequities. 

Even more important than the comparison I have made is the com- 
parison between what these employees would receive if the dual-benefit 
provision should be repealed and what they would have received if all 
their service had been railroad service. 

As I have stated, the average benefit which would have been re- 
ceived as a railroad retirement annuity if the combined service had all 
ae railroad service was $104 per month; but, as shown in the column 
headed “Unreduced,” the average combined railroad and social secu- 
rity benefits, if the dual-benefit provision had not been in effect, would 
have been $139 a month, which is $35, or one-third greater than the 
corresponding railroad retirement annuity. 

I have been speaking of the figures at the top of the table relating to 
the total number of employees who were affected by repeal of the dual- 
benefit provision. 

You will notice that these total figures are divided between those 
annuitants who have wives and those who do not, there being 19,700 
without wives and 10,500 with wives. 

As to each of these groups, the showing is substantially like that to 
which I have called attention with respect to the total of all employees, 
in that as to each group the combined benefits reduced by the dual- 
benefit provision are greater than the benefits which would have been 
payable if the annuitants’ service had been all railroad service instead 
of part railroad service and part service in other industry, and in that 
the combined benefits unreduced by the dual-benefit provision would 
have been greatly in excess of the benefits which would have been pay- 
able if all service had been railroad service. 

You will see that in the table the total number of employees are 
divided into three groups: 

(1) Those with respect to whom the reductions in railroad annui- 
ties were limited by the saving clause; 

(2) Those whose railroad annuities were reduced by amounts based 
on prior service; and 

Those whose railroad annuities were reduced by the amounts 
of social security benefits. 

In turn, each of these groups is divided to show annuitants without 
wives and annuitants with wives. 

It will be seen by an examination of the table that in every group 
and subgroup the average of combined benefits reduced by the dual- 
benefit provision was greater than the average benefits would have 
been if all annuitants’ service had been railroad service with one 
exception. 

The exception is the subgroup described as “annuitant only” under 
the group heading “Reduction equal to amount of old-age benefit.’ 

There were 3,400 annuitants in this subgroup out of a total of 30,200 
annuitants who would be affected by repeal of the dual-benefit provi- 


sion. 
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As to these 3,400 annuitants, the average of combined benefits re- 
ceived per month, after reduction under the dual-benefit provision, 
was $103, or $4 less than the average benefit which would have been 
received by these annuitants if their combined service within and 

without the railroad industry had all been railroad service. 

Even as to annuitants falling within the general group shown under 
the heading “Reduction equal to amount of old- age benefit,” it will be 
seen that when all are considered, those with wives and those without 
wives, the reduced combined benefits were slightly greater than the 
benefits which would have been received if the annuitants’ combined 
service had all been railroad service. 

I have called attention to the only group whose combined benefits, 
on the average, reduced by the dual-benefit provision, do not exceed 
the average benefit which would have been payable if the combined 
service had been all railroad service. 

It should be especially noted, however, that as to no group or sub- 
group shown on the table would the average combined benefits, unre- 
duced by the dual-benefit provision, have been less than the average 
benefit if all annuitants’ service had been railroad service. 

In every instance the unreduced combined benefits, and these are 
the ones which would be payable if the dual-benefit provision were 
repealed, would have been very much higher than the benefits payable 
if the combined service had all been railroad service. 

In this connection I ask you to look at the figures in the second 
column headed “Unreduced” and compare them with the figures in 
the last column under the heading “Average ‘railroad retirement an- 
nuity’ based on combined service.” The figures compare as follows: 

$139 to $104. 
$114 to $86. 
$185 to $139. 
$121 to $89. 
$113 to $84. 
$183 to $126. 
$118 to $80. 
$84 to $55. 
$160 to $110. 
$171 to $136. 
$130 to $107. 
$191 to $149. 

These figures demonstrate in a striking fashion the extent and mag- 
nitude of the inequities that would be created if the dual-benefit pro- 
vision were repealed. 

The table does not indicate any comparable inequities arising under 
the dual-benefit provision. 

As I have pointed out, in the case of only one group, numbering 
3,400 out of a total of 30,200, does the dual-benefit provision result in 
average combined benefits less than the av erage benefit which would 
have been payable if the combined service had been all railroad 
service; and as to that group the difference was only $4. month. As 
to the same group, in the absence of the dual-benefit provision, the 
average combined benefits would have been $23 a month more than the 
benefits payable if the combined service had been all railroad service. 

The group I refer to is the “Annuitant only” under the heading 
“Reduction equal to amount of old-age benefit.” 
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Moreover, attention should be called to the fact that even in those 
cases where the combined benefits, after the deduction, were somewhat 
smaller than the benefit the annuitant would have received if all his 
service had been railroad service, there was not necessarily any 
inequity. : 

As to such an annuitant, it will not be overlooked that he paid only 
one-sixth to one-third as much tax for the period he was in nonrailroad 
service as he would have paid if he had remained in railroad service 
during that time. Additionally, in many cases he received his railroad 
retirement annuity considerably sooner than he would have received 
it if he had continued in railroad service and during the same time 
he was receiving wages in outside employment. 

I merely wish to repeat that I do not think any showing has been 
made to your committee, or could be made, which would justify the 
repeal of the dual-benefit provision and the resulting increase in the 
cost of the railroad retirement system, a system which is already 
underfinanced. 

If two men of the same age enter railroad srvice at the same time 
and one spends 25 years in such service and 5 years in service covered 
by social security, while the other spends his entire working life of 
30 years in railroad service, both finally retiring at the same time, it 
is difficult to understand how the man with combined service could 
be said to have suffered inequity if he received combined retirement 
benefits substantially as great as or greater than the retirement benefits 
received by the man all of whose working life was spent in railroad 
service, particularly when the man with the combined service paid less 
retirement tax than the man with railroad service only. 

Mr. Chairman and gentlemen of the committee, if you look at the 
top of that table, which is attached to my statement, under the total you 
see the 30,200, which are all the employees that are affected or were 
affected as of December 31, 1952, by this dual-benefit provision. 

Now, your next column shows what those men would have received 
on an average if the dual-benefit provision had not been in the law. 

The next column shows what they received, on an average, in spite 
of the fact that the dual-benefit provision was in the law. 

The third column shows what they would have received if all their 
combined service in the railroad industry and out had all been railroad 
service. 

So you will see, as a total, or as an average, all people affected by 
this provision actually received an average of $112 a month; that if 
all their service had been railroad service and then they would have 
paid more taxes than they did actually pay, they would have only 
ee a month instead of the $112, which they get after the 
cutback. 

A more important figure, though, and the figure I have in mind 
when I speak of creating inequities, but for the dual-benefit provi- 
sion you find what they will get under the second column, which 
says “Unreduced,” and that is $139. 

In other words, those people, on an average, if he didn’t have this 
provision in here, would have gotten $139 a month as contrasted with 
$104 a month, which a railroadman who didn’t get any other service 
would receive for working exactly the same time in the railroad serv- 
ice that this other man worked in the two services combined. 
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Now, that adjustment of the railroad retirement benefit, of course, 
is a form of integration with the social security law. 

There are many other forms of integration between the Railroad 
Retirement Act and social security. For example, railroad employees 
with less than 10 years of service fall under social security, not under 
the railroad retirement. 

Survivors’ benefits are integrated as between the two laws. 

The social security benefits are made the minimum under the 
railroad retirement in many respects. 

So, those two parallel systems, one applying to workers generally, 
and one applying to railroad employees are integrated in a number of 
respects. 

In fact, there is a deep-line integration, which amounts to a rein- 
surance so far as social-security benefits are concerned, because there is 
that adjustment between the railroad retirement funds and the funds 
in general social security. 

So, this provision for making the adjustment where a man had two 
services so that his combined pension will not be too far out of line 
with what a railroadman’s pension would be—that integration intro- 
duces no new, unprecedented element in this system at all, and it seems 
to me brings on an average, as I say, much more equitable results than 
those which would follow if you did away with the dual-benefit 
provision. 

Remember I did not propose or sponsor this dual-benefit provision ; 
neither did my clients. It was proposed and sponsored by the non- 
operating employees of the railroad in order to save money for the 
fund, as [have said. They are the ones who proposed it and sponsored 
it, the large majority of railroad employees. 

My position here is simply this: That since it was put in the law, 
and put in the law in order to show a savings, so that saving could be 
spent for another purpose, and since that saving was spent for another 
purpose, it is not horse sense to do away w ith it now and spend the 
money twice, particularly since there is not a general situation of 
inequity which would demand that such a thing be done; but, on 
the contrary, if it were done, a great scheme of inequities would be set 
up. 

Now, if you examine, Mr. Chairman, and gentlemen, the breakdown 
on the table, you will find that it is very much the same with regard 
to every individual class shown as the total to which I have « ‘alled 
attention. 

There is, however, one group, one exception, as you will see at the 
bottom of the page, “Reduction equal to amount of old-age benefit.” 
In other words, the deduction was on that basis rather than on the 
service before 1937. Where they show that, as to annuitant only, 
that is, a man who did not have a wife, if all his service had been 
railroad service, he would have gotten $107, where under the dual- 
benefit provision he only got $103. but without the dual-benefit 
provision he would have gotten $130. 

Now, if the man had had a wife, the situation was different. He 
even got more with his cutback, $153, as against $149, that he would 
have gotten if all his service had been railroad service, and he would 
have gotten $191 without the cutback, as compared with the railroad 
man who would have only gotten $149. 
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So, I don’t want to take your time unnecessarily, but I do think 
that you will find this question is not a simple one. It is one that lends 
itself very readily to confusion and to oversimplification. 

Now, there is no contractual situation here. 

There is no question whatever of good faith. 

That is not involved in any way. 

The railroad retirement is in part an insurance system and in part 
a social security system. 

It is in part based on needs. 

We have the bent formula. We have the minima. We have the 
prior service. 

The same thing is true, in large part, of the general social security 
system. 

Neither one of them set up contractual systems where you pay for 
what you get and you get what you pay for, and that is a very for- 
tunate thing for those who fall under the Railroad Retirement Act. 

I believe this is quite an important point. 

If this were a contract and you were going to pay a certain amount 
and get a certain amount, you would continue to get what was agreed 
upon at the time that there was an agreement as to what you were 
going to pay. You pay a dollar and you get $2. 

But don’t forget that there has been since this act was passed a 
series of liberalizations. There was the 20-percent increase in benefits. 
There was a 15-percent increase on top of that. There was the addi- 
tion of the survivor benefit. 

o, the people now are getting much more in the way of benefits 
than they were getting at the time the system was set up. 

Under the theory, which apparently has been advanced here, that 
this is a contract, of course, that would not be so. If you were going 
to pay a certain amount of money, you would get a certain amount of 
benefits. You wouldn't get larger benefits. 

I remember one hearing, and this repeal has been the subject of a 
number of hearings, where someone said that he had a letter from the 
Railroad Retirement Board saying he was going to get $120 a month 
for the rest of his life. He had gotten that “quite a while ago. 

“Now,” he said, “I’m going to be cut back.” 

As a matter of fact, at that time he was getting a great deal more 
than $120, some $165, or something of the kind. 

Of course, he didn’t write to the Railroad Retirement Board and say, 

—r ou wrote me a number of years ago and said I was going to get 
$120.’ 

He was already getting very much more. 

I merely submit to you—and I have to do it in a sketchy fashion— 
that this contractual idea won’t hold water at all. It is based on a 
miscone eption. 

This is a social security scheme, set up by Congress, by statute. 
There is no constitutional right involved. There is no contractual 
right involved. 

The man is entitled to what the statute gives him. 

Congress is bound here only as Congress is bound in everything it 
does, to do the right thing, the square thing, and the honest thing. 

There is no contractual feature about it at all, and certainly there is 
nothing dishonest or lacking in good faith for Congress to so integrate 
these systems as to do away with that great disparity which would 
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otherwise exist between a man who spent all his time in railroad serv- 
ice, and a man who spent part in railroad service and a part in other. 

Now, gentlemen, let me call your attention to this, and I will be 
through. 

I appreciate your courtesy in letting me run overtime as you have. 

At the hearings on H. R. 356 before the House, on page 99, there is 
a quotation from the Legislative Reference Service of the Library of 
Congress that deals with this matter of contracts and I think helps 
to dispel the conclusion that has been created in that regard. They 
say, and I read only two sentences: 

Such circumstances have brought forth the charge that the deduction imposed 
by section 7 is unconstitutional. 

This charge, however, overlooks the fact that the railroad retirement system 
gives a statutory rather than a contractual right to benefits. 

Indeed, it has been held by the courts that the employee contributions under 
the railroad plan are not, in fact, a contribution in the ordinary sense of the 
term. 

I won’t read more, but it is there for you to read. 

Mr. Chairman, I certainly appreciate your courtesy. I hope I 
haven’t taken too much of your time. 

I do think you want to look into this very, very carefully. 

Senator Griswotp. Thank you, Mr. Fort. 

Senator Murray. 

Senator Murray. I have no questions. 

Senator Griswoip. Senator Upton ? 

Senator Upton. No questions. 

Senator Grisworp. Senator Hill. 

Senator Hiri. There might have been more questions if we had a 
little more time. 

Mr. Fort. I will be glad to come back tomorrow. 

Senator Griswoitp. Thank you very much. 

The committee will meet here in this same room at 10 o’clock tomor- 
row morning, and the witnesses will be Mr. Stack, president of the 
National Railroad Pension Forum, Mr. Carroll of the Railway Labor 
Executives’ Association, and Mr. Lyon of the Railway Labor Execu- 
tives’ Association. 

(Whereupon, at 12:15 p. m., the subcommittee recessed until 10 
a. m., Wednesday, February 17, 1954.) 
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WEDNESDAY, FEBRUARY 17, 1954 


Unrrep States SENATE, 
CoMMITTEE ON LABor AND PusBLic WELFARE, 
SPECIAL SUBCOMMITTEE ON RAILROAD RETIREMENT LEGISLATION, 
Washington, D. @. 

The special subcommittee met at 10:03 a. m., pursuant to recess, in 
room P63, Capitol, Senator Dwight Griswold (chairman) presiding. 

Present: Senators Griswold, Murray, and Hill. 

Also present: Roy E. James, staff director; Michael J. Bernstein 
and John D. Stringer, professional staff members. 

Senator Griswoip (presiding). The committee will come to order. 

Our first witness today will be Mr. Thomas Stack. 


STATEMENT OF THOMAS STACK, PRESIDENT, NATIONAL RAILROAD 
PENSION FORUM, INC., CHICAGO, ILL. 


Mr. Strack. Mr. Chairman and members of the special subcommittee 
on railroad retirement legislation, of the Committee on Labor and 
Public Welfare, my name is Thomas Stack. I reside at 1104 West 
104th Place, Chicago, Ill. I am president of the National Railroad 
Pension Forum, Inc. .. a chartered organization under the laws of the 
State of Illinois, as a nonprofit educational group comprised of union 
and nonunion employees subject to the Railroad atiieanses Act. We 
are the largest pension group in the country, with membership on 318 

railroads and affiliated bureaus: 90 percent of our organization being 
members of the various crafts of the brotherhoods dealing exclusively 
on rail pensions. We at all times have our hand on the “pulse of the 
rail worker, and can speak with authority backed up by concrete cases 
relative to their welfare insasfar as pensions and rail annuities are 
concerned ; in this role we are making an extended effort to especially 
help those of our railroad friends w ho indiv idually are unable to help 
themselves. Every officer of our organization has a background of 
railroad activities. I myself had completed 38 years’ service with the 
railroads, until I was drafted into the present capacity in 1947, when 
congressional amendments deprived the employees of the residual 
lump-sum benefits and increased the tax rate almost double. It was 
then that the employees felt they were being exploited by sinister 
interests foreign to our cause. 

In the House and Senate hearings on the 1951 amendments I op- 
posed the dual restriction benefits as being a piece of legislation most 
vicious in its application, and I warned my friends in Congress at that 
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time that repercussions were in the making. Little, however, did I 
realize that the application of this law would be so harsh. We felt 
that once a retired worker qualified for social security benefits that 
same would be deducted from his prior service ¢c redits, that is, credit 
for service performed prior to the taxing provision of either acts Jan- 
uary 1, 1937, but we never contemplated that if he did not apply for 
his social security benefits that his rail pension would be tampered 
with. The social security lays down some provisions to qualify bene- 
ficiaries of that act; one is that you must have contributed taxes to the 
system, you must have at least 6 quarters of coverage, you must be 
65 years old, and you must make application therefor. The Railroad 
Retirement Board maintains that once a retired rail worker receives 
6 quarters of coverage under the Social Security Act he is entitled to 
benefits under the act and if he still continues to work they imme- 
diately deduct from his rail pension $25 per month which is the mini- 
mum social security; if he works for a 10-month period under this 
application and then applies for his social security and finds that he is 
awarded $75 per month under that act, the Retirement Board claims 
that he has been overpaid $50 per month from the time he was entitled 
to social security benefits of some $600, and they refuse to give him 
another railroad retirement check until the amount of this overpay- 
ment is liquidated. This provision is very tragic; where the em- 
ployee cannot live on his rail pension and tries to supplement same 
with social security earnings only to find that in the final analysis he 
was much worse off financially and is being penalized for this thrift. 
The impact of those amendments has involved some 35.000 of our 
retired rail workers. We cite a case in point. A man in Arkansas 
who spent 37 years with the railroads reached the age of 65 years and 
took his rail pension $99 per month. By conservative saving through- 
out his working years he had enough capital to invest in the dry- 
goods business; then the H. R. 6000 amended social security law was 
passed by Congress, which forced this man to pay the self-employment 
tax under the Social Security Act, and when he had 6 quarters of 
coverage his rail pension was reduced by $85 the maximum social- 
security benefits, and he receives $14 per month railroad retirement 
annuity although he receives no benefits from the social security and 
still maintains his place of business. In 1937 some 48,500 rail pension- 
ers were taken over by the railroad retirement account from the cor- 
porate rolls of the carriers and given a pension under our act equivalent 
at least to that which they received from the railroad companies. 
These are known as pensioners under the act. Some 5,000 are still 
alive and drawing monthly benefits. Although they never paid any 
taxes into the system, they received the 20-percent increase awarded by 
Congress in 1948, and 15-percent increase award November 1, 1951, 
and also the spouse benefits which was a provision of the 1951 amend- 
ments, and yet those who did contribute to the taxing provision of 
the act, and were promised security by the act, find that under the 
1951 amendments, because they worked in industry covered by social 
security, this security is taken away from them and that their an- 
nuities are materially reduced because of their effort to supplement 
their income inadequate to maintain them under living indents 3 in 


the present economy. Congress has violated the laws of contract by 
the 1951 dual restriction provision, because before the 1951 amend- 
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ments a retired railworker could get the benefits of both acts, which 

was promised to him since the act was created in 1937, snch circum- 
stances have brought forth the charge that the deduction imposed by 
section 7 is unconstitutional. I think it is article VIII of the Con- 
stitution of the United States that provides that no ipso facto amend- 
ment to law can be established; and I think that this is a direct viola- 
tion of the Constitution, in having an amendment or group of amend- 
ments such as the 1951 amendments adopted. 

I attended and appeared at the hearings on H. R. 6000, the amended 
Social Security Act, and the principals of that act involved the needs 
of the aged worker and not his prior service credit. Section 7 of the 
Railroad Retirement Act makes a distinction contrary to the spirit 
of the 1937 act, which was carefully planned to give full credits for 
services performed prior to the taxing provision of the act of January 
1, 1937. This concept continued in subsequent amendments which 
increased benefits and protection without discrimination, until Pub- 
lic Law 234 of the 82d Congress changed it. This law has the effect 
of penalizing rail workers because of their age in 1937, and requiring 
them to bear the cost of saving to the trust fund because of circum- 
stances beyond their control. It applies a penalty retroactive against 
rail workers who, in good faith and according to existing law, have 
sought to increase their retirement income by supplementing their 
railroad annuity with social security benefits toward which they have 
also contributed. It puts rail retired workers on the shelf and dis- 
eourages them from useful occupations, which is nothing more than 
a work clause, on which they are forced to pay the social security tax 
without increasing their combined benefit income. It presents ad- 
ministrative problems if the law is strictly interpreted, and is unwar- 
rantedly expensive and creates a serious public relation problem be- 
cause of fluctuations in the amount of railroad retirement benefits. 
One cannot consider the 1951 amendments a benefit to a large segment 
of our retired people, inasmuch as it denies those who worked for 
social security the 15-percent increase granted, and subsequently re- 
duced retroactively their rail pension to November 1, 1951. Many of 
those beneficiaries received their 15-percent increase and when it was 
found that they had coverage under social security, their rail pen- 
sion was completely stopped for several months, until the overpayment 
was liquidated, a most tragic circumstance to befall those who are 
trying to live day by day on the small pittance they receive. Under 
the present application of the Railroad Retirement law, once a man 
retires from rail work and receives a pension, there is a ceiling on this 
pension or annuity which would restrict him from supplementing 

same by social security, because, as the social security 1s increased, 
the railroad retirement pension of such individual is reduced by that 
amount, and, although he pays the additional social security tax, he 
fails to register any additional benefits under the integration of both 
acts as reflected in Public Law 234. This is confiscation in plain 
words. 

The proponents of section 7 of the Railroad Retirement Act main- 
tain that the dual restriction provision only applies to 13.2 percent 
of the 265,000 beneficiaries of the act. This is a large number, and 
represents some 35,000 of our retired railroad people, who maintain 
that savings to the account will amount to over $1 billion by the year 
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2.000, such uncouth thinking is not framed on the spirit of brotherly 
love. I would ask those critics if the Railroad Retirement Act was 
inaugurated for the purpose of creating a financial “Frankenstein” 
to destroy the lives and hopes of our good people or was its inception 
for the purpose of giving security to our aged employees who have 
given the best years of their lives to serve an industry, which is the 
recognized pioneer builder of this Nation, and an important cog in 
our economical life both in war and peace. 

Members of Congress, civil service employees, members of the Armed 
Forces, post office employees, who formerly worked on the rails can 
enjoy both pensions and annuities in full without any financial dis- 
crimination, yet the poor retired rail employee who is forced by cir- 
circumstances outside his control to seek employment in industry cov- 
ered by the Social Security Act, finds Congress telling him through his 
vested legislative power that he cannot increase his pension or annuity 
regardless of the many years of additional labor he may find it con- 
sistent to perform, and that a tax penalty will be enacted from him if 
he dares to work after attaining the age of 65 years. Such action 
could be expected of a totalitarian government, but not in this country, 
where we enoy freedom under the guarantee of our constitutional 
rights. 

Now, take a man that retires May 1, 1953; he receives his rail annuity 
which reflects the 15-percent increase granted by the 1951 amendments. 
He later finds out that he cannot subsist on his annuity and seeks addi- 
tional employment, and if this employment is in an industry covered 
by the Social Security Act when he acquires 114 years of work, or 16 
months if he is self-employed, then his rail annuity is reduced by the 
minimum social security or the actual social security he is entitled to 
if such can be determined, so Congress is putting a penalty on thrift by 
permitting this provision to exist. 

The fifth actuarial survey of the retirement account is a master- 
piece of deception, painted by the same artists who are interested in 
a bureaucracy at the expense of the employees. The more compli- 
cations they can inject into this act, the larger the force at their com- 
mand to administer those provisions. In this survey the taxable pay- 
rolls are based on $5 billion, whereas they have now reached almost $6 
billion. They are trying to give the impression that retired rail work- 
ers live longer, which, of course, causes additional liability on the fund. 
Those scare artists who support their data by the application of the 
astrological slide rule that can devise to suit the user’s convenience 
and purpose are against increased benefits. They have asked for 
a year’s delay in changing the act until the financial impact caused 
by the 1951 amendments can be actuarily determined in the light of 
more experience. The retired rail worker who is the victim of this 
misapplication of law has more experience than he desires. He is the 
one who suffers and appeals to you this day to help him in his plight. 
Months, weeks, even days are the milestones in their lives, not years, 
and to invite further delay in amending our act would be dangerously 
tragic. 

A great number of railroad employees, mostly in shops, have re- 
cently lost their jobs due to economical conditions and the changing 
over from steam to diesel power. Many general offices of the railroads 
have been moved, causing a large number of employees to be disasso- 
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ciated with the industry. Some of these employees were young enough 
to secure other employment. They weighed this situation on the 
expectation that they could better their pensions and annuities by 
working for industry covered by social security. Now, with the 1951 
amendments, they find that they have not increased their total. In 
fact, the social-secur ity benefits are deducted from their railroad retire- 
ment check, and in many cases their entire equity under the railroad 
retirement has vanished as the straight social-security provisions give 
them more than the retirement setup. We have a large number of 
railroad employees today that work jointly for the railroads and the 
Western Union Telegraph Co. Although those employees pay taxes 
under both systems, they do not receive rail pensions based on their 
gross salary where prior service credits are involved—that is, service 
for the rail lines prior to the taxing provision of the Railroad Retire- 
ment Act, January 1,1937. A case in point involves a man who earns 
a gross salary of $300 per month. He pays the railroad retirement 
tax 614 percent on half his salary, or $150; he then pays his social- 
security tax on the other half, or on $150. When he retires he finds 
that he does not even get a half pension under Railroad Retirement 
Act, as the social-security benefits are deducted where he has prior 
service credits. There are some 50,000 employees of the railroads 
now who work part time for industry covered by the Social Security 
Act. Many work on their days off; others carry on a small business 
where they come under the self-employment provision of the Social 
Security Act, as provided in H. R. 6000. It certainly is not justified 
that those employees that pay excessive taxes should do so to reduce 
their final benefits under the Railroad Retirement Act, which is the 
case under the application of Public Law 234. 

Another concrete case involves a general freight agent for the 
Florida East Coast Railroad. He pays the maximum railroad re- 
tirement taxes on $300 per month. He is also a silent partner in a 
business where he pays the maximum social security taxes on $3,600 
per year. He pays taxes into both systems on the basis of $7,200 per 
annum; yet, when he retires his social security benefits, $85, will be 
deducted from his maximum rail pension, $165.60 per month, and he 
will receive only $80.60 per month from his railroad pension, much 
less than he will receive from social security, despite the fact that he 
paid four times more for those benefits. He is still worse off, as he 
will have to give up his partnership before becoming eligible for 
railroad retirement benefits. 

I would ask this Senate committee to secure from the Railroad 
Retirement Board a copy of the certificate given to retired rail em- 
ployees. It is really a citation of merit for service. It certifies that 
the possessor is entitled to railroad retirement benefits for the rest 
of his natural life. It specifies the amount of such benefits. It has 
the gold seal and the red ribbon; and yet this certificate is voided, 
when in later years he becomes “entitled to” benefits under the Social 
Security Act, only to find that his rail annuity is reduced by the 
amount of such benefits. To add insult to injury, social sec urity was 
increased in 1952 to take care of the added living costs; and all of our 
retired people received another shock when their 1 ‘ailroad retirement 
annuity was reduced by the $500 increase in social security. Any 
retired railworker when he receives his annuity certicate feels it is 
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underwritten by the United States Government. However, his fears 
and uncertainties have been pyramided when he finds that, although 
his annuity is protected against liens and attachments, it is subject 
to reduction if he should seek gainful employment in industry cov- 
ered by the Social Security Act. Most of those poor souls in their 
declining years did not want to work again but were forced to, under 
the high economy that exists today. Some of our opposition who 
has lost touch with the common man think that perhaps social security 
benefits should not be deducted until the beneficiary actually requests 
same. This approach is very crude. It is suggested as an amend- 
ment only to kill H. R. 356 and companion bill, S. 1776. If a rail 
pensioner cannot exist today on his annuity and secure additional 
employment in industry covered by the Social Security Act, a few 
years hence, when he is less prep: ied to continue his labor and cannot 
carry on, then the Congress is telling him that he must exist on the 
small pittance he receives. Many of those retired people have meat 
on their table once a week, and the suffering is acute. 

The opponents of H. R. 356 and companion bill, S. 1776, who are 
expressing their individual views and not those of their constituents, 
would try to impress you that the retired railworker, who is a victim 
of this dual-restriction provision of our act, is getting credit for serv- 
ices prior to the taxing provision of our retirement act, and conse- 
quently should not receive benefits in excess of his taxpaying service, 
This is a direct falsehood and very misleading. All taxes paid by 
railroad employees since the inception of the act carried prior liabili- 
ties to cover this service prior to the taxing provision of the act. That 
is why railroad employees today pay three times more than social 
security and do not receive pro rata returns on their dollar taxes in 

‘elation to social security benefits. 

The railroad employees feel today that they are paying too high 
a premium for the meager benefits they receive; they are almost to 
a man against increasing either the tax rate or base; and this condition 
will prevail as long as we keep the formula of high reserves. They 
favor a pay-as-you-go plan, which will keep a closer relation between 
income and expenditures. They feel each generation should pay their 
own way and the account should be kept in such active shape that a 
glance at same should register the answer, not wait for months to have 
actuaries determine the solvency of the fund which, to say the least, is 

based on estimates, being too conservative regarding economic con- 

ditions. In this age of atomic energy we cannot foretell with any 
degree of accuracy what conditions may be 25 years hence, not alone 
50 years from now, which is the basis of projections reflected in the 
actuarial experience of the Retirement Board. 


THE FINANCIAL OBLIGATION 


When the 83d Congress convened in January 1953, some 18 or 19 
House bills were sponsored by Congressmen, all of which had for 
their purpose the repeal of the dual restriction provision. At that 
time neither the fifth actuarial survey of the Railroad Retirement 
Board nor the Douglas study report was available; therefore we ap- 
proached this feature from the moral standpoint, and the injustice 
and inequity it created. If the law was wrong today, it was wrong 
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in 1951 when it was established; and any increased benefits should 
be made retroactive to November 1, 1951, and those who suffered 
financially by the misapplication of this law should be amply com- 
pensated. Later, the fifth actuarial survey of the railroad retire- 
ment account became available. It showed the present cost to reflect 
13.41 percent of taxable payrolls. This threw the solvency of the 
account out 0.91 percent. The costs of the repeal of the dual-restric- 
tion provision of our act is 0.15 percent of level cost payrolls, which 
would indicate that the costs with repeal of this dual restriction pro- 
vision will throw the fund out 1.06 percent more than the supporting 
tax. Now, this estimate was based on a $5 billion payroll, whereas, 
the present payrolls of the railroads is very close to $6 billions. 

A former chairman of the Railroad Retirement Board rendered an 
opinion backed by so-called experts in his department, that this bill 
would impair the solvency of the Railroad Retirement account. Let 
us take a look at the record. On April 24, 1951, the Railroad Re- 
tirement Board made a report to the House Interstate Committee on 
the original H. R. 3669, of the 82d Congress. This bill, in substance, 
intended to increase the tax base on employees from the present max- 
imum $300 per month to $400 per month. The cost of this bill was 
14.13 percent of payrolls then established at $5.2 billion. The sup- 
porting tax in 1951 was only 12 percent. It was not raised to 12.5 
percent until January 1952, which threw the fund out of balance 
2.13 percent of level cost payrolls. 

Regardless of this, those gentlemen in authority at the Railroad 
Retirement Board, not unmindful of their sponsorship and cospon 
sorship by those who favored the bill, approached the financial solu- 
tion as follows. It was their opinion, in view of the contemporaneous 
factor, that the tax rate was scheduled to be increased to 1214 percent 
the following January; they rounded the figures, dropping the 0.13 
percent entirely, and a: Wi ising that the fund would have a deficit of 
114 percent, and the Board was unanimous in their decision, that this 
deficit did not require an increase in the tax rate to maintain the 
system on a financially sound basis. I wish at this time to bring 
to the attention of this committee the fact that the costs of eliminating 
the dual restriction provis sion of our act as provided in H. R. 356 and 

. 1776 will only cost 0.15 percent of level cost payrolls, and yet they 
make a financial issue on this feature. 

Is it any wonder, therefore, why the National Railroad Pension 

Forum, Inc., would not contribute to the views of one of your col- 
ane on your committee, to reduce some of those Railroad Retire- 
ment Board employees—some 26 of them—to a civil service class C 
rating, when we know they are controlled by sinister interests opposed 
to the welfare of our people, whose taxes contribute to paying their 
salaries? Those men are so entrenched in the Retirement Board today 
as to control even the policies, a prerogative that is established by 
law, to rest within the jurisdiction of the three members. Those 
hidden schemers, by the position with the Board, approve the bills 
of those who sponsored and cosponsored them and disapprove the 
bills presented by organizations that are putting forth a sincere and 
honest effort to help the rail workers of this Nation. 

The Appropriation Committee of Congress has investigated the 
Railroad Retirement Board. The survey results are now being com- 
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piled. Many field offices are abandoned, as is a large staff of field 
employees. The regional offices at Minneapolis and Denver have 
been closed, waste and inefficiency has been eliminated, and a great 
saving will be accomplished without impairing the Board’s operation. 

The passage of H. R. 356 and S. 1776 will not cure all the ills of 
railroad retirement. We expect further action before the House 
Interstate Committee on H. R. 5269 that will involve a reappropria- 
tion of the actuarial measurements of the railroad retirement account. 
We hope at that time to come up with a proper solution to meet the 
financial obligation, as our first consideration is to keep the fund 
actuarially sound, and protect the interests of the rail workers who 
have spent their lives working for an industry that is recognized as 
an important cog in our national economy. 

Thousands of railroad employees today are praying that God will 
inspire you with wisdom and hear their plea, which I humbly make 
before this honorable body on their behalf. I have no selfish motive in 
this legislation. I have tried to give you the facts and ask you to help 
those poor individuals, whose ‘burden of labor has ceased, whose 
days and years are numbered, so that they may receive a little 
sunshine in their declining years. I thank you, gentlemen, for the 
privilege of appearing be fore you, and that my remarks will make 
an indelible impression on your memory. 

Senator Griswotp. Thank you very much, Mr. Stack. 

Mr. Strack. Mr. Chairman, I would ask the privilege of appearing 
with a rebuttal statement, for about 5 minutes, after some of the 
other witnesses testify who, I have been given to understand, are 
figuring on bringing in some foreign material in connection with 
the legislation now under consideration. If such recommendations 
are brought in, we would like an opportunity to answer them. 

Senator GriswoLp. What do you mean by “foreign material”? 

Mr. Sracx. Material that has no relation to this particular bill now 
under consideration. 

Senator Griswotp. You may file a statement. I do not know that 
we can keep the hearings open for that purpose. 

Mr. Strack. I would be very willing to go on immediately after 
they conclude. 

Senator Griswoip. Well, we will see how much time there is when 
they conclude. Senator Murray, have you any questions ? 

Senator Murray. I have listened with great interest to the state- 
ment. May I ask, Mr. Stack, does your organization include operative 
members? 

Mr. Strack. Operative and nonoperative—everyone that is covered 
by the Railroad Retirement Act, from the presidents of the railroads 
on down. 

Senator Murray. You are speaking, then, from the standpoint 
of both operative and nonoperative organizations; is that correct? 

Mr. Stack. That is correct. 

Senator Murray. You have given it a very careful study? 

Mr. Stack. We have 90 percent who operate, people who are mem- 
bers of various crafts of the brotherhood. The other 10 percent com- 
prises men such as general freight agents and men holding some 
executive capacities with the railroads; and, of course, they ‘do not 
belong to any brotherhood organization; and we figure there’s about 
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10 percent, very close—about 10 percent, about 9.2 percent—that com- 
prises our membership. 

Senator Griswotp. Senator Hill, have you any questions ‘ 

Senator Hitx. No questions. 

Senator Griswotp. Thank you very much, Mr. Stack. 

Our next witness will be Mr. A. E. Lyon. 


STATEMENT OF A. E. LYON, EXECUTIVE SECRETARY, RAILWAY 
LABOR EXECUTIVES ASSOCIATION, WASHINGTON, D. C. 


Senator Griswoitp. Mr. Lyon, I understand you are appearing be- 
fore us in support of S. 2930. 

Mr. Lyon. Yes; Mr. Chairman. 

Senator Griswoip. That bill is really not assigned to this com- 
mittee, and I do not imagine the members of the committee have had 
time to read it, or at least to study it very completely. This committee 
was set up to hear discussions of H. R. 356. I think it is all right 
for you to appear. 

I do not know whether gee Murray and Senator Hill have had 
a chance to study S. 2930. Speaking for myself, while I have read 
it and have looked it over just a little, yet 1 am not prepared to 
discuss it in very much detail. Did you plan to file this statement 
and then discuss it briefly, or what did you h ave in mind? 

Mr. Lyon. I wanted to go over the first part of it, and file the 
remainder, Mr. Chairman. 

Senator Griswoip. Very well. 

Mr. Lyon. It is true the bill was only introduced on February 11, 
by Senator Smith, but it is a bill that all of the standard railroad 
unions would like to have considered. It would be helpful to the 
committee and everyone else, if we would present our primary mate- 
rial on it; and I presume you would want to consider it, too. 

Senator Grisworp. I do not know just how, tle way this subcom- 
mittee is set up. I do not know whether we are to handle all railroad 
legislative measures, or merely the bill H. R. 356, at this time. It 
is not clear in my mind. Senator Murray, do you have a suggestion 
on that? 

Senator Murray. No; I donot. I think it would be all right for 
the witness to proceed and make the record. 

Senator Griswoip. Then, if another committee is appointed, we 
will turn it over to them, also. 

Senator Murray. That is right. 

Senator Griswoip. Then you may proceed, Mr. Lyon. 

Mr. Lyon. I may say, Mr. Chairman, when I received a telegram 
from the staff director asking me to appear, I made it clear that I did 
not want to talk about dual benefits, but to discuss this bill. 

Senator Griswotp. My understanding is that, in the way it is han- 
dled, you may be called to appear before some other committee, also, 
in connection with this matter. 

Mr. Lyon. Yes; I so understand. 

Senator Griswotp. You may go ahead, and you may say what you 
wish to say. 

Mr. Lyon. My name is A. E. Lyon. My address is No. 10 Inde- 
pendence Avenue, SW., Washington 24, D. C. I am the Executive 
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Secretary of the Railway Labor Executives’ Association. This is an 
association of the chief executive officers of 19 railway labor organ- 
izations. 

I appear here, however, in behalf of the 4 train and engine service 
brotherhoods as well as in behalf of the 19 organizations affiliated 
with the association. These four brotherhoods are: 

Brotherhood of Locomotive Engineers. 
Brotherhood of Locomotive Firemen and Enginemen. 
Order of Railway Conductors. 

Brotherhood of Railroad Trainmen. 

The organizations affiliated with the Railway Labor Executives’ 

Association are: 

Switchmen’s Union of North America. 

The Order of Railroad Telegraphers. 

American Train Dispatchers Association. 

Railway Employees’ Department, A. F. of L. 

International Association of Machinists. 

International Brotherhood of Boilermakers, Iron Ship Build- 
ers, Blacksmiths, Forgers, and Helpers. 

Brotherhood Railway Carmen of America. 

Sheet Metal Workers International Association. 

International Brotherhood of Electrical Workers. 

International Brotherhood of Firemen and Oilers. 

Brotherhood of Railway and Steamship Clerks, Freight Han- 
dlers, Express and Station Employees. 

Brotherhood of Maintenance of Way Employees. 

Brotherhood of Railroad Signalmen of America. 

National Organization Masters, Mates, and Pilots of America. 

National Marine Engineers’ Beneficial Association. 

International Longshoremen’s Association. 

Hotel and Restaurant Employees’ and Bartenders International 
Union. 

Railroad Yardmasters of America. 

Brotherhood of Sleeping Car Porters. 

These organizations, as above listed, represent almost all of the 
railroad workers in the United States. They are often referred to as 
the standard railway labor organizations. 

These organizations are vitally interested in the railroad retirement 
system, established by the provisions of the Railroad Retirement Act, 
and in the railroad unemployment insurance system, established by the 
provisions of the Railroad Unemployment Insurance Act. Both sys- 
tems are administered by the Railroad Retirement Board. 

Railroad labor organizations maintain a constant review and study 
of the operations of these systems and are constantly examining the 
possibilities of improving the benefits to railroad workers and their 
families. We are not only concerned with the adequacy of benefits, 
but we also place very great importance on financial soundness and 
permanence. Prudent financing and lasting security for these benefit 
systems are neither ignored nor lightly considered by the standard 
railroad labor organizations. 

The organizations for whom I am speaking have been almost con- 
stantly engaged for the past 5 months in a series of conferences to 
determine what changes they should recommend at this time. These 
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conferences have been attended by principal executive officers of the 
unions as well as by other representatives. We have carefully ex- 
amined a great many went 2 which have been made from time to 
time. We have had the best professional and technical advise avail- 
able to us, and we have had the benefit of information supplied to us, 
at our request, by the able technical staff of the Railroad Retirement 
Board. It is our considered judgment that the amendments proposed 
by S. 2930 are necessary at this time, and that they can and should 
be promptly enacted. 

As the distinguished chairman of this committee, Senator Smith, 
stated on the floor of the Senate on February 11, when he introduced 
S. 2930, the bill is jointly sponsored by all standard railroad labor 
organizations. A short summary of the changes which the bill pro- 
poses to make was included in the chairman’s statement to the Senate. 
I think it will be helpful if that summary is repeated here: 


First. Widows’ benefits at age 60: Under present law aged widows are not 
eligible for survivor benefits until age 65. The bill reduces the eligibility age 
to 60. 

Second. Disability work clause: Under present law, a disability annuitant is 
deemed recovered if he earns more than $75 in each of 6 consecutive months. 
The bill provides for withholding the annuity in any month in which more than 
$100 is earned. This will remove hardships on the one hand, and eliminate 
abuses on the other. 

Third. Survivor’s benefits for disabled children and widowed mothers: Under 
present law, a widowed mother and her child cease getting survivor's benefits 
when the child reaches age 18 even though the child may be completely disabled 
for any employment. The bill provides that if the child is permanently and 
totally disabled, the survivor’s benefits to the widowed mother and child will 
continue beyond age 18. 

Fourth. Maximum creditable and taxable compensation: Under present law, 
the maximum compensation that is taxable and creditable for both railroad 
retirement and unemployment insurance purposes is $300 per month. The bill 
increases this maximum to $350 both for tax purposes and for credit toward 
benefits under both the railroad retirement and unemployment insurance sys- 
tems. In connection with establishing the new benefit rates for crediting this 
additional compensation under the Unemployment Insurance Act, it is also pro- 
vided that the daily benefit rate shall not be less than one-half the last daily rate 
of pay at which he worked in railroad employment, but with a maximum of $8. 

Fifth. Crediting of compensation earned after age 65: Under present law, 
compensation earned after retirement age is used in computing the annuity even 
though through lower earnings in later years this operates to reduce the annuity. 
The bill provides for disregarding such compensation (though crediting the serv- 
ice) if using such compensation would reduce the annuity. 

Sixth. Receipt of both survivor annuity and retirement annuity: Under pres- 
ent law, a widow who has had railroad employment and is eligible for a retire- 
ment annuity in her own right and who would also be eligible for a survivor 
annuity by reason of her husband’s employment has the latter offset against 
the former and cannot receive both; the bill provides for both to be paid. 

Seventh. Delegates to conventions: Under present law, service as a delegate 
to a labor-organization convention is covered employment. These conventions 
frequently include delegates from units outside the railroad industry or outside 
the country who have no other covered employment. The accumulation of these 
trifling credits is of no substantial value compared with the nuisance of record- 
ing it and collecting the taxes on it. The bill excludes such service from cover- 
age where the individual has no other covered employment. 


There are a few other minor changes which the bill proposes to 
make, but they are of trivial character, or administrative, which will 
be covered further on in my statement. 

The railroad retirement system is maintained on an actuarial level 
cost basis. As I said earlier the cost of improvements in the system 
is necessarily a matter which requires careful consideration and that 
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consideration has been given by the representatives of the standard 
railway unions. Before making the recommendations contained in 
the bill before you we consulted the experts of the Railroad Retire- 
ment Board and the information supplied to us shows that enactment 
of the bill would not impair the financial security of the system—that 
is, the cost of the liberalizations proposed in the bill would be offset 
by the added income provided for in the bill. I shall explain this in 
more detail later. 

For some years railroad workers and their labor organizations have 
been considering the desirability of reducing the eligibility age of a 
widow of a railroad employee for survivor benefits from age 65, which 
is the requirement in the present law, to age 60. We have found that 
there was dire need in many families who had the misfortune of losing 
the breadwinner to prov ide the surviving widow with an income. The 
present law recognizes this need but withholds that income from the 
widow until she is age 65. The assumption apparently is that a widow 
before age 65 can secure employment to support herself. In our opin- 
ion, however, this is an unrealistic assumption. Our experience has 
been that few indeed are the widows who are fortunate enough to 
have employment until age 60. This is particularly true when a widow 
is about age 60 at the time of her husband’s death. A woman whose 
functions in life have been to take care of the employee’s home is 
hardly in a position to secure employment at age 50, let alone at age 60. 

If we were free to base our recommendation on need alone, we would 
recommend an even lower eligibility age. We cannot, however, do 
so because of the cost involved. We find now that we can meet the 
cost if we reduce the age to 60 and we are satisfied that the proposal 
has great merit. This reduction in eligibility age will apply also to 
a dependent widower as well as a dependent parent who would be 
eligible to receive a widower’s or parent’s survivor annuity at age 60 
rather than at age 65, provided, of course, they are otherwise eligible. 

Another amendment which is designed to relieve hardships experi- 
enced by a number of survivors is that which proposes to pay to a dis- 
abled child a survivor annuity even thongh the child is past age 18. 
At the present time, an annuity to a child, whether or not capable of 
self support, ceases at age 18. This, in turn, results in a cessation 
of the annuity to the child’s mother. Our attention has been called 
to cases (fortunately not too many) in which a child incapable of 
self-support at age 18 because of disability, had its annuity, and that 
of its mother, terminated upon reaching that age. We do not believe 
that a dependent child of a deceased railroad worker should be so 
treated, particularly when the cost of the needed correction proposed 
in this bill is rather negligible. We propose, therefore, to provide a 
survivor’s annuity for a disabled child, regardless of age, provided 
the disability began before age 18. In such cases the child survivor’s 
annuity would continue to be paid after age 18, or will begin after that 
age if the child is over 18 at the time of its father’s death. In either 
case the child’s mother, having such child in her care, would also be 
entitled to a mother’s annuity for as long as the child continues to be 
disabled. Upon recovery from disability by a child over 18, its 
annuity, and the annuity of its mother, will terminate at the same 
time. 

The remaining amendments proposed in the bill involve little or 
no added cost. One of these would change the provision in the pres- 
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ent law which prov: ides that a disability annuity ceases if the annuitant 
earns more than $75 in each of the 6 consecutive calendar months. 
This provision has proved to be very difficult to administer and the 
bill proposes to substitute for it a limitation applicable to each month 
on the amount of earnings that may be received without causing the 
annuity for that month to be withheld. Under this proposed clause, 
if a disabled annuitant is paid more than $100 in any month in em- 
ployment for hire or in self-employment, his annuity would not be 
paid for such month. The Railroad Retirement Board has estimated 
that the substitution of this work clause for the present provision 
would not add any cost to the system. I shall discuss this later in 
connection with my discussion of the cost of the other amendments 
proposed by the bill. 

One proposal in the bill will prevent the loss by an eligible widow 
of her survivor’s annuity when she is entitled to a retirement annuity 
in her own right based on her own employment in the railroad indus- 
try. Under the law now in effect, the widow’s survivor annuity is 
reduced by the amount of her own retirement annuity. The bill 
proposes to remedy the situation by striking out the limitation on the 
right to receive a survivor annuity in addition to a retirement annuity 
Ly a widow, a dependent widower, or a dependent parent. 

There are two other amendments proposed in the bill which I would 
like to touch on in general terms at this time. One of these would 
change the method of computing the monthly compensation of a rail- 
road employee. As you know, the amount of an employee’s annuity 
is determined by multiplying specified percentages of his average 
monthly compensation by his years of railroad service. Obviously, 
the higher his av erage monthly compensation the larger his annuity. 
Under the law now in effect, the aver age monthly compensation of an 
employee is determined by including his earnings after retirement 
age. Experience has shown that in some cases an employee’s earning 
capacity after retirement age is less than before that age. This was 
recognized by Congress when the first Railroad Retirement Act was 
enacted in 1937. That act provided, in substance, that the earnings 
after age 65 shall be included in computing the monthly compensa- 
tion only if such inclusion would not result in diminishing the 
annuity. 

This provision was later changed to exclude in all cases the earn- 
ings of the employee after the end of the calendar year in which he 
attained age 65. In 1951, however, it was changed again, so that at 
the present time all the earnings after age 65 are included in comput- 
ing the monthly compensation. In many cases this results in reduc- 
ing the average, which in turn reduces the amount of annuity. What 
the bill would do, therefore, would be to exclude, for purposes of com- 
puting the average monthly compensation, the months of service and 
compensation after the year in which age 65 is attained. but only if 
the result of the exclusion would be to increase the annuity. I should 
point out that the exclusion of the years of service for the purpose 
of computing the average monthly compensation would not deprive 
the employee of his right to count these years of service for the pur- 
pose of eligibility, or for the purpose of determining the amount of 
his annuity, subject, of course, to the limitation that no more than 
30 years may be included in the total years of service. 
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Another amendment concerns delegates to national or international 
conventions of railway labor organizations. Briefly, the bill would 
exclude service as delegates from the benefit and taxing provisions 
of both the Railroad Retirement and Railroad Unemployment Insur- 
ance Acts, if such delegates’ service is their only creditable service 
under the acts. 

Thus far I have discussed only the amendments proposed for the 
Railroad Retirement Act. The next amendment I shall discuss affects 
the Railroad Retirement Act, the Railroad Retirement Tax Act, and 
the Railroad Unemployment Insurance Act. At the present time the 
maximum creditable compensation for benefit purposes under the 
Railroad Retirement Act, as well as under the Railroad Unemploy- 
ment Insurance Act, is $800 a month. An individual may earn $500 
or $600 a month, but he receives credit for only $300. Accordingly, 
under the provisions of the Railroad Retirement Tax Act, the same 
individual and his employer are taxed only up to $300 a month. Sim- 
larly, under the contribution provisions of the Railroad Unemploy- 
ment Insurance Act, the employer is taxed only on the first $300 of 
the e employee’ s earnings in any month. ‘The proposal in the bill for 
the Railroad Retirement Act is to increase the maximum creditable 
compensation from the present $300 a month to $350 a month. Ac- 
cordingly, a similar amendment is proposed for the taxing provisions 
of the Railroad Retirement Tax Act. Under this amendment, the 
present tax rate, which would remain unchanged, would apply to as 
much as $350 a month, instead of $300 as at present. Because of the 
increase in wage rates since the $300 limit was fixed in 1937, the new 
limit would still result in covering a substantially smaller proportion 
of the total payroll than was originally covered. This provision is in 
consonance with the President’s recommendation to the Congress in 
his Economic Report that the annual maximum taxable and benefit 
wage base under the Federal old-age and survivors insurance system 
be raised from $3,600 to $4,200. See House Document 289, 83d Con- 
gress, page 100. 

I now wish to present the estimates we have secured as to the effect 
of the proposed changes on the financing of the railroad retirement 
system. From time to time, during the course of our study of the 
various proposals which were under consideration, we asked the 
research and actuarial experts of the Retirement Board for such 
estimates. Upon completion of the draft of the bill which is now 
known as S. 2930, we asked them for a statement which would fully 
cover the financial effects of the combination of changes in the Rail- 
road Retirement Act as proposed by the bill. In furnishing this 
information to us, the Director of Research of the Board stated that 
the estimates presented should not be considered to be final as he had 
not had time to make a thorough study. However, he expressed the 
opinion that no material changes will be made in such estimates as a 
result of a detailed study. We agree with his view about this. 

It should be noted that the Board’s research and actuarial staff has 
the necessary statistical and other basic material, and the professional 
competence to make reliable estimates. We know of no better sourcé 
of information. 

The Railroad Retirement Act provides that at intervals of 3 years 
an actuarial valuation be made of the status of the railroad retirement 
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account. An actuarial advisory committee, composed of persons not 
connected with the Board, examines the actuarial reports and esti- 
mates made by the Board’s own experts. The last such report was 
for the fifth valuation and it was published in April 1953. This 
report showed the estimated level cost of the benefit provisions of the 
retirement system, as they now exist, to be 13.41 percent of the taxable 
payroll. A level cost system contemplates a stable tax rate sufficient to 
guarantee the payment of the benefit system indefinitely in the future. 

The current tax rate is 12.5 percent, 6.25 percent being paid by the 
employees and 6.25 percent being paid by the employers, in eac h case 
on not more than $300 of each month’s wages. The difference be- 
tween 13.41 and 12.5 is 0.91. This figure is the deficiency between the 
estimated level cost and the actual tax rate in effect. We do not con- 
sider this to be a dangerous deficiency. We have stated over a period 
of years, and the Congress has, I think, agreed on several occasions, 
that a difference one way or the other of 1 percent is no cause for 
alarm, although in accordance with the level cost system of financing 
the two figures, over an extended period of time, should be in balance. 

The estimates of the effect of all the changes proposed by S. 2930 
have the effect of reducing the estimated level cost figure of 13.41 to 
13.29 percent. Instead of an excess of 0.91 percent of the level cost 
estimate over the current tax rate, we will have only 0.79 percent. 

The sheet which follows is a reproduction of the estimates furnished 
us by the Director of Research of tle Retirement Board. It gives the 
details of estimated income and costs resulting from enactment of 
S. 2930. 


‘ 


innual cost and level rate required to support the Railroad Retirement Act as 
revised by proposed amendment 


{Assumes level annual payroll of $5,450,000,000 on basis of $350 monthly compensation ceiling] 
Annual dollar 


Benefit provision cost (in Level cost 
thousands) 





1. Railroad retirement benefit under present act $670, 500 12. 303 
2. Change limit on creditable earnings from $300 to $350 a month_-. 31, 000 569 
A. Retirement benefits 25, 000 459 
B. Survivor benefits (including residual] lump sum 6, 000 110 
3. Reduce eligibility age for widows and parents from 65 to 60 23, 500 431 
4. Change in disability work clause provision to $100 per month (as accrued) (—1, 500) (—. 028) 
Survivor benefits continued to young widow and dependent disabled child 
past age 18_ 750 014 
6. Disregarding compensation after age 65 if use of such compensation would 
reduce annuity 50 
7. Elimination of reduction in survivor benefits on account of railroad retire- 
nent benefit in own right 20 - 001 
8. Elimination of national delegate service where other railroad service is not 
creditable_- 10 
Net level rate 724, 330 13, 290 


Note.— Under the present Railroad Retirement Act benefits cost $670,500,000 per year and the estimated 
level tax rate is 13.41 percent. The proposed amendments would increase the ceiling on taxable payroll 
from $300 to $350 per month. This would add $450 million to the total taxable payroll and $56 million to 
the taxes under the existing schedule. The change to the $350 ceiling would in itself add $31 million in bene- 
fits as shown in item 2. Deducting this from the $56 million additional taxes would leave a net revenue 
increase of $25 million 

The overall effect of the entire amendment would be to increase the benefit costs to $724.3 million. This 
would be equivalent to a 13.29 percent tax rate on the covered payroll based on a $350 per month ceiling 
Thus, the present provisions and the proposed amendments including the new ceiling on taxable payroll 
and the changes in benefits would cost 13.29 percent of payroll as compared with 13.41 percent, the cost of 
the present act based on the existing benefits and a $300 per month ceiling on taxable compensation 
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I think, Mr. Chairman, this exhibit is quite understandable, but it 
requires a little study, perhaps, to get the significance of the various 
figures. However, the note at the bottom of the page, I believe, ex- 
plains the figures which appear in the middle of the page, and is quite 
understandable. In substance it shows what I have already stated, 
that the figures of 13.41 percent will be reduced to 13.29 percent, if 
these changes are made. 

Senator GriswoLp. I understand, Mr. Lyon, the benefit payments 
today are $670.500,000. Is that correct? 

Mr. Lyon. Well, that is a projected figure, of course. In the cur- 
rent year they are not that much. 

Senator Griswop. The effect of this amendment would be to make 
them $724 million. 

Mr. Lyon. Yes: but that is a figure projected into the future, which 
has been made and estimated for all time. 

Senator GriswoLp. But the income will also be increased by this, 
because of the fact that the change would be made from $3,600 to 
$4.200. That would affect the income, also, would it not? 

Mr. Lyon. Yes. That would provide $56 million of additional 
revenue. That change would also provide higher benefits to people. 

Senator Griswowp. It is those higher benefits that run this up to 
the figure of $724.330. 

Mr. Lyon. Well, that is part of it; yes. Item 2 in the table shows 
an estimate that the higher benefits, cause by the change in the credit 
business to $350, would amount to $31 million a yar; ‘and that is re- 
flected, then, in the level cost payroll of 0.569. 

Senator GriswoLp. You also propose some change relative to the 

railroad unemployment system, do you not? 

Mr. Lyon. Yes. Mr. Chairman. I want to deal with that next. 

The Railroad Unemployment Insurance Act would also be amended 
by the bill to increasse the creditable and taxable compensation under 
that act from the present maximum of $300 a month to $350. It has 
been the uniform policy of Congress from the beginning to use the 
same base of creditable and taxable earnings for the Unemployment 
Insurance Act as that specified in the Retirement Act. Not only does 
that policy have great advantages in simplifying administration, 
but logically there is no reason to have a different base for one than 
for the other. The crediting of the addional compesation is pro- 
vided for in the bill by amending the Unemployment Insurance Act 
by adding an additional bracket of earnings in a base year. That 
is, the bill would provide for a daily benefit rate of $8 if the earnings 
in the base year are $4,000 and over. The present mi iximum of $7.50 
a day would apply to earnings in a base year of $3,500 to $3,999.99. 
In addition, this amendment would provide that if the d: lily benefit 
rate is less than 50 percent of the last daily wage rate in railroad em- 
ployment, the benefit rate would be increased to such 50 percent of 
the wage rate, but not to exceed $8. 

Our recommendation that the daily benefit rate be set at not less 
than 50 percent of the last daily wage rate in railroad employment, 
but not to exceed $8, is consistent with the recent recommendation 
regarding Federal-State unemployment insurance systems made by 
the President in his Economic Report transmitted to the Congress. 
See House Document 289, 83d Congress, pages 97 and 98. 
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The current contribution rate paid by employers to the railroad un- 
employment insurance account is one-half percent and, as previously 
stated, on a maximum of $300 per month in wages paid to an employee 
Section 8 of the Railroad Unemployment Insurance Act provides for 
what we call a sliding scale of contributions. As long as the balance 
to the credit of the unemployment insurance account is $450 million 
or more, the contribution rate of one-half percent is effective. Should 
that balance fall to less than $450 million the rate automatically in- 
creases to 1 percent for the next succeeding calendar year. Should 
that balance fall to less than $250 million, the contribution rate would 
automatically go to 3 percent, the rate which was in effect from the 
establishment of the system until 1948. There are intervening steps 
in the sliding scale, as outlined in section 8, which I have not men- 
tioned. 

S. 2930 does not propose to change the rate of contributions or the 
so-called sliding scale that I have described. The rate of contribution 
would apply, however, as previously stated, to a maximum of $350 of 
monthly compensation instead of to $300. The added cost to em- 
ployers, considered over an extended period of time, is modified by the 
fact that as they currently pay more, the length of time will be 
extended during which the low contribution rate of one-half percent 
willcontinue. In other words, increased contributions now will main- 
tain the balance in the fund at $450 million or more for a longer time. 

The proposed changes in benefits, in our opinion, will not increase 
costs to the unemployment insurance account more than 12 percent. 
For the last fiscal year, payments were a little less than $100 million, 
Therefore, the more liberal benefits proposed will probably cost about 
$12 million per year. The Retirement Board will doubtless present 
its estimates when making a report on the bill. 

We do not consider that the added costs should prevent adoption of 
the proposed changes. The railroad company employers have enjoyed 
a favorable contribution rate of one-half percent for more than 6 years, 
and there should be no valid objection to some additional costs in order 
to provide a more adequate benefit structure and to be consistent with 
the recommendations of the President. 

Thus far, Mr. Chairman, I have attempted to describe in general 
terms the several provisions of the bill. For the benefit of the record 
of this hearing, I now wish to deal with the bill in more detail, showing 
specifically what each section of the bill proposes to do. 

Mr. Chairman, the remainder of this prepared statement need not 
be read at this time. I would like to have it included in the record, 
however. This concludes the presentation that we want to make 
ae time. Should there be opposition to the proposed changes in 

930, we, of course, would like the opportunity of perhaps present- 
ing - additional ms aterial, or rebuttal material, at the proper time. 

Senator Grisworp. Thank you, Mr. Lyon. The remainder of your 
statement will be included in the record. We will have the committee 
staff study your statement, as well as the bill, and then there will be 
reports written on it; and I do not know whether the chairman of the 
full committee will want a special hearing, or when he may want a 
special hearing on S. 2930. But I think you have presented the state- 
ment on the bill very nicely, and we may call on you later. 

(The remainder of Mr. Lyon’s statement is as follows :) 
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SECTION 1 


At the present time delegates to railway labor organization conventions are 
covered by the Retirement Taxing and Unemployment Insurance Acts while 
attending the conventions. Many of these delegates, including those from Canada 
and those representing lodges or other units in outside industries, have no other 
service creditable under the Railroad Retirement Act. Delegate’s service occurs 
only once in several years and for not more than a month or so at a time. Con- 
sequently it is certain that the months of delegate’s service accumulated by any 
one person during his lifetime will be far less than the 120 months required for 
eligibility under the Railroad Retirement Act. It is almost equally certain that 
in the large majority of cases such delegate’s service will be insufficient to total 
the required quarters of coverage for eligibility under the Social Security Act. 

Under these circumstances, all the standard railway labor organizations are 
in agreement that delegates’ service should be excluded from the benefit and tax- 
ing provisions of the Railroad Retirement Act and the Railroad Retirement Tax 
Act and the Railroad Unemployment Insurance Act if the individual has no other 
covered service. For the Railroad Retirement Act this would be achieved by 
section 1 of the bill which amends section 1 (h) of that act by adding a sentence 
at the end thereof. 

This amendment is made effective no earlier than April 1, 1954; otherwise it 
would be necessary to make small refunds of taxes heretofore paid by such dele- 
gates. To provide for refunds for the earlier periods would not be practicable 
because the administrative cost to the Board and to the labor organizations 
would be considerably more than the refunds. On the other hand, the date of 
April 1, 1954, would be effective for the conventions which some of the railway 
labor organizations plan to have this year, some as early as May. 


SECTION 2 


The fourth sentence of the last paragraph of section 2 (a) of the Railroad 
Retirement Act provides for presumptive recovery from a disability. Under this 
provision, an individual is considered to have recovered from a disability if he 


earned more than $75 in service for hire, or in self-employment, in each of 6 con- 
secutive calendar months. The purpose of this provision has been misunderstood, 
and in some cases, I regret to say, has been abused. In some instances the dis- 
abled individual has made arrangements to earn at least as much, if not more, 
than he did before he retired on disability and managed to continue to receive 
the disability annuity. In any event, this provision has proved very difficult to 
administer, and the Board and all the standard railway labor organizations are 
in agreement that this provision should be stricken and a new provision in lieu 
thereof should be adopted. Therefore section 2 of the bill provides for striking 
the fourth sentence of the last paragraph of section 2 (a) which contains this 
provision. 
SECTION 3 


The substitution for the provision stricken out by section 2 of this bill is pro- 
vided for by section 3 of the bill. This section would add a paragraph to the 
present section 2 (d) of the Railroad Retirement Act; and this new paragraph 
provides the substitution in the form of a so-called month-to-month work clause. 
Under this clause, if a disabled annuitant is paid more than $100 in any month 
in employment for hire, or in self-employment, his annuity would not be paid for 
such month. The following illustrates how this work clause would operate: 

If the disability annuitant receives more than $100 in a particular month, 
whether from employment for hire or from self-employment, he will be presumed 
to have earned that amount in only that one month unless there is evidence that 
definite or ascertainable parts of the total sum received represent earnings 
accrued in earlier months. If any such part for any such month is in excess of 
$100, the annuity would not be payable for such month either. On the other 
hand, if upon such breakdown of the total the specific parts accrued in earlier 
months result in no month having accrued in it more than $100, no reduction 
would be made for any month. 

The provision, as to disability cases, for loss of an additional amount equal 
to the amount of the annuity for any month with respect to which no report was 
made to the Board as required, is patterned after a similar provision in the 
Social Security Act, and is intended to have the same effect. If the disability 
annuitant earned and was paid more than $100 in each month between April 
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and October, inclusive, he will have received annuities for 7 months to which 
he was not entitled. Assuming the annuity was $100 a month, the Board 
would require him to repay the $700 overpayment either by deductions from 
later benefits, or otherwise, and in addition would make a deduction of a month’s 
annuity from any later annuities due him if he fails to report these earnings 
before accepting his annuity check dated July 1 (which would be for June, the 
second month following April), and even though he does not make a report of 
his earnings or work until December or at all. Limiting the penalty for failure 
to report to 1 month’s annuity would apply here only because this would be a 
first failure to report. If, however, this same person should return to work 
(in employment or self-employment paying in excess of $100 a month) for, say, 
the same 7 months of the next year, he will have again been overpaid $700 in 
annuities as he was the year before, and if he should again fail to report these 
earnings at all, the Board would not only have to recover the overpayment of 
annuities but would have to make a deduction from the annuities later due the 
employee in an amount equal to the total of annuities for the 7 months as to 
which he had failed to make a report. 

Individuals whose annuities have been terminated under the present law 
because of earnings in excess of $75 per month for 6 consecutive months, will 
have their annuities restored, if they are still actually disabled, effective on 
the first day of the first month after enactment of the bill, but subject thereafter 
to the new work clause. 





SECTIONS 4, 5, AND THE FIRST AMENDMENT MADE BY SECTION 6 


I stated earlier in my general statement the present maximum monthly com- 
pensation of $300 would be changed by the bill to $850 for all 3 acts. For the 
Railroad Retirement Act this change would be achieved by sections 4, 5, and 
by the first amendment made by section 6 of the bill. Under section 4 the 
percentages of the monthly compensation to be multiplied by the years of servy- 
ice would remain the same, but the maximum monthly compensation to be used 
would be $350 instead of $300 as at present. 

In order to conform to this change, section 5 of the bill makes an appropriate 
change in section 8 (b) (1) of the Railroad Retirement Act. 

Finally, the first amendment made by section 6 of the bill provides that in 
determining the average monthly compensation for the purpose of the Railroad 
Retirement Act, as provided in section 3 (c) of that act, the present maximum 
of $300 a month should be nsed for any period before July 1, 1954, but that the 
new maximum of $350 should be used for all periods after June 30, 1954. 


THE SECOND AMENDMENT MADE BY SECTION 6 


In addition to the amendment made to section 3 (c) of the act, as I stated a 
moment ago for the purpose of changing the maximum of creditable compen- 
sation, section 6 of the bill would add a sentence at the end of section 3 (c). 
At the present time, an individual’s average monthly compensation is deter- 
mined by including his earnings after the year in which he attains age 65. The 
second amendment made by section 6 of the bill provides for the exclusion of 
earnings and service acquired after the calendar year in which age 65 was at- 
tained but only if such exclusion would result in a larger average of monthly 
compensation. Service after the year in which age 65 is attained would still 
be included in the years of service used in computing the annuity but not in 
determining the average monthly compensation. 


SECTION 7 


As I indicated earlier in my general statement, the bill provides for the payment 
of survivor annuities to a widow, dependent widower, and dependent parent at 
age 60 rather than age 65, and provides also for the payment of a child’s annuity 
after age 18 if the child is disabled. At the present time, most survivor benefits 
are higher under the Social Security Act than under the Railroad Retirement Act. 
For this reason, the Railroad Retirement Act contains what we refer to as an 
overall social-security minimum. Under this minimum any survivor annuity 
which is lower than a social-security benefit under the same circumstances is 
raised to the higher amount. The Social Security Act, however, has no provision 
for the payment of survivor annuities before age 65 or for the payment of a child’s 
annuity after age 18. 
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In order to provide a social-security minimum applicable to such cases, the 
amendment made by section 7 of the bill provides that for the purpose of the 
overall social-security minimum the annuity of the child after age 18 and the 
annuity to its mother shall be computed as though such child were still under 
age 18. And in order to permit the payment to a widow, dependent widower, or 
dependent parent of a survivor annuity at age 60 with the advantages of the 
overall social-security minimum, the amendment made by section 7 of the bill 
would have these annuities computed in the same manner as though the bene- 
ficiary’s age were 65. 

SECTION 8 


Section 5 (a) of the Railroad Retirement Act now provides for the payment of 
annuities to widows and widowers at age 65. Section 5 (d) of the act now pro- 
vides for the payment of annuities to dependent parents at age 65. And section 
5 (f) (2) of the act now provides for the payment of a residual lump sum to a 
widow, widower, and parent in certain cases upon their election before age 65 
to receive such lump sum in lieu of the survivor annuities they could receive 
beginning at that age. The amendment made by section 8 of the bill would reduce 
the eligibility age from 65 to 60 for widows, dependent widowers, and parents 
by amending for this purpose section 5 (a) and 5 (d) of the act. 


SECTION 9 


Section 9 of the bill amends the provisions relating to the payment of residual 
lump-sum death benefits to conform to the other amendments reducing the eligi- 
bility age for survivor benefits and crediting compensation up to $350. 


SECTION 10 


The last sentence of section 5 (g) (2) of the Railroad Retirement Act contains 
a limitation upon the right of a widow, dependent widower, or dependent parent 
to receive a survivor annuity under the Railroad Retirement Act in addition to a 
retirement annuity under that act. Section 10 of the bill strikes out that sentence. 
Upon its enactment, instead of reducing the survivor annuity by the amount of 
the retirement annuity as is required by the present law, the individual would 
receive both without reduction. 


SECTION 11 


Section 5 (i) of the Railroad Retirement Act requires school attendance by 
children over age 16 and under age 18 as a condition to receiving survivor 
benefits. We have never believed it sound to use a survivor benefit provision 
to police school attendance, but originally accepted this provision to parallel the 
Social Security Act. The corresponding provision has now been eliminated from 
the Social Security Act and hence the only reason for its inclusion in the retire- 
ment act has disappeared. Section 11 of the bill eliminates it. 


SECTION 12 


Section 5 (1) (1) (ii) of the Railroad Retirement Act provides the conditions 
under which an annuity may be paid to a child. One of these conditions is that 
the child must be less than 18 years of age. Section 12 of the bill would amend 
this section of the act to provide a survivor annuity to a child over age 18 if it 
is incapable of self-support because of a permanent disability. Under this 
provision a child under age 18 would receive the child’s benefit regardless of 
disability; that is, no proof of disability would be required before age 18, 
assuming, of course, that the child is otherwise entitled to the survivor annuity. 
After age 18, however, proof of disability would be required. As a condition of 
eligibilty for this disability annuity, the amendment would require the dis- 
ability to have begun before age 18, although the annuity itself could begin later. 
This disability annuity for the child would continue for as long as the Board 
finds that his disability continued. 


SECTIONS 201-204 


The change in the maximum compensation from $300 to $350 a month for the 
purposes of the Railroad Retirement Act is paralleled by the amendments made 
by sections 201, 202, 203, and 204 of the bill to sections 1500, 1501, 1510, and 
1520, respectively, of the Railroad Retirement Tax Act. 
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SECTION 205 


Section 1532 of the Railroad Retirement Tax Act would be amended by section 
205 of the bill so as to exclude from taxation the compensation for service as a 
delegate to a national or international convention of a railway labor organization 
employer of any person who has no other creditable service. 


SECTION 301 


Section 301 of the bill would amend subsection (g) of section 1 of the Rail- 
road Unemployment Insurance Act with respect to delegates to national or 
international conventions of railway labor organizations in the same way that 
the retirement act and taxing act are amended by sections already discussed. 


SECTIONS 302, 305 AND 306 


or 


The change in the maximum compensation from $300 to $350 a month made 
for the purposes of the Railroad Retirement Act and the Railroad Retirement 
Tax Act is paralleled by the changes made in sections 302, 305, and 306 amend- 
ing sections 1 (i), 8 (a), and 8 (b), respectively, of the Railroad Unemployment 
Insurance Act. 


SECTION 303 


Section 303 of the bill is a technical amendment to the Railroad Unemploy- 
ment Insurance Act to correct an oversight in the amendments to that act 
made in 1952, 


SECTION 304 


Section 304 would amend the Railroad Unemployment Insurance Act to add 
an additional bracket of wages in a base year. This would provide for a daily 
benefit rate of $8 if the earnings in the base year are $4,000 or over. The 
present maximum of $7.50 a day would apply to earnings in a base year of 
$3,500 to $3,999.99. In addition, this amendment would provide that if the 
daily benefit rate is less than 50 percent of the daily wage rate of the employee 
in the last occupation in which he had employment for an employer before the 
registration period as to which he claims benefits, the benefit rate would be 
increased to 50 percent of the wage rate, but not to exceed $8. This provision 
would be effective with the benefit year beginning on July 1, 1954. 


SECTIONS 401~—407 


Sections 401 through 407 provide the effective dates of the various sections in 
the bill and need no further comment except that section 404 would provide for 
the reinstatement of disability annuities which have been terminated under the 
present law because of the annuitant’s having earned more than $75 a month in 
each of 6 consecutive calendar months if the individuals are in fact disabled. 
In order to prevent the applicability of the last person provision in section 2 
(d) to any employment by the person by whom the annuitant was employed 
before the annuity was reinstated, this section provides that for this purpose 
the annuity shall not be considered to have ceased. 

Section 405 would make the provisions of section 6 of the bill (to permit exclu- 
sion of service after age 65 where its inclusion would reduce the average monthly 
compensation) retroactive to November 1, 1951, but would provide that award 
of any increase because of the amendment would be made only upon application. 
The Board estimates that there are probably no more than a few thousand cases 
in which there would be any increase for benefit by this retroactive action and 
that the increase would not be over $1, on the average. To find these few thou- 
sand cases, however, as many as 100,000 cases would have to be reviewed if it were 
provided that the recomputation be made without application. It appeared more 
appropriate, therefore, to require an application in each case. 

Section 406 of the bill would make the provisions of section 10 of the bill 
(to permit a widow, widower, or parent to receive a survivor annuity without 
reduction) effective as to annuities accruing, and annuities awarded, on and 
after the first day of the first calendar month after the month of enactment. 


Senator Griswotp. Thank you very much. 
Our next witness will be Mr. T. C. Carroll. 
43731—54——-9 
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STATEMENT OF T. C. CARROLL, ON BEHALF OF RAILWAY LABOR 
EXECUTIVES ASSOCIATION WITH RESPECT TO S. 1355—H. R. 356 


Senator Griswotp. I think, at this point, I will insert in the record a 
letter and a telegram which were received. The first, a letter addressed 
to Senator Smith, chairman of the full committee, by A. J. Hayes, 
international president, International Association of Machinists, 
dated February 16, 1954, reads: 

Dear Mr. CHAIRMAN: Our attention has been called to the statement made by 
Congressman Van Zandt on February 15, before a subcommittee of your com- 
mittee which is holding hearings on H. R. 356 concerning the position of the 
International Association of Machinists. 

This is to advise you that the International Association of Machinists is in full 
accord with the position which will be presented to the hearings by Mr. T. C. 
Carroll, president, Brotherhood of Maintenance of Way Employees, who is 
appearing in behalf of the Railway Labor Executives’ Association, with which the 
International Association of Machinists is affiliated. 

I am furnishing a copy of this letter to Mr. Carroll, asking that he read it at 
the hearing when he appears. 

sincerely yours, 
A. J. HAYES, 
International President. 

The second is a telegram addressed to Senator Smith, as chairman 
of the full committee. Itis from W. A. Fleete, international president 
of the Switchmen’s Union of North America, and its reads: 

Switchmen’s Union of North America is supporting the substitute to H. R. 356 
sponsored by the Railway Labor Executives’ Association and which will be 
presented to your committee by President Carroll. 

I do not want to interrupt your statement, Mr. Carroll, but Senator 
Hill was forced to leave, and he asked that I make inquiry of you rela- 
tive toa statement which was inserted in the Appendix of the Congres- 
sional Record on January 22, by Senator Paul Douglas, in which 
Senator Douglas quoted from an article from the newspaper Labor, 
dated January 25, announcing that there had been an agreement among 
all the rail unions in regard to the improvements in the ] ension situa- 
tion. Senator Hill was not being critical of anyone, be he wondered 
about this report and the seeming lack of complete unanimity at the 
present time. 

Mr. Carroiy. Senator, I can appreciate Senator Hill’s concern, I 
believe. At the time Senator Douglas made his statement on the floor 
of the Senate and read into the Record the article whic ‘h you refer to, 
appearing in the paper Labor, the statement appearing in Labor was 
correct. However. I believe the statement was made to the effect, as I 
recall it, that all of the standard railway labor organizations, with the 
exce pt ion of the trainmen—refe rring to the Brotherhood of Railway 
Trainmen—were in accord on the program. Unfortunately, I think I 
should say, that is not the situation as of today, and I think it would 
be appropriate for me to make this brief statement, if I may. From 
the ince ption of the railroad retirement legislation, there has been a 
gentleman’s agreement among the railway labor organizations that 
we would consult and advise with each other prior to asking for any 
changes in the act. The Railway Labor Executives’ Association, for 
whom I am here speaking, has a committee that carries on a constant 
study of the railroad system, and tries to take advantage of every 
opportunity to increase or to broaden the benefits to the railroad 





: 
' 
; 


Fea T Ee 


Pye RET 





prenen 





RAILROAD RETIREMENT ACT 125 


people, always bearing in mind that we must maintain the actuarial 
soundness of the system; because it is—and should be—a system which 
is not subsidized by the Government for not even a penny of the 
expense. So, beginning back sometime last summer, we began to confer 
with the representatives of those organizations who are not members 
of the Railway Labor Executives’ Association, in an attempt to try 
to reach an accord on some amendments which we planned to submit 
to Congress. We held a meeting of the chief executives of the organi- 
zations, in Chicago, Il]. That meeting occurred on December 10-11 of 
last year, and at that time a complete : accord was reached between all 
of the standard railway labor organizations, that we would introduce 
a concerted movement to ask for some amendments to the railroad 
retirement system; one of which was the questionable and debatable 
proposal known as H. R. 356, which was adopted by the House, last 
year. 

Subsequent to that understanding—and I might say that at that 
time we agreed on a substitute to 356 which we would introduce at 
this session of the Congress—subsequent to that time, the trainmen, 
exercising their perfect right, withdrew from the concerted movement, 
insofar as H. R. 356 is concerned. 

Senator GriswoLtp. You mean insofar as the proposed substitute 
for H. R. 356 is concerned ¢ 

Mr. Carroiu. That is right. They are supporting what was 356, 
which was passed by the House, as I understand it. Then, another 
meeting was arranged and held in Chicago, on January 29-30, of 
this year; and at that meeting, the Brotherhood of Locomotive Engi- 
neers and the Order of Railway Conductors withdrew their support 
of the substitute which we were to introduce to H. R. 356; and as 
a result of the three transportation organizations withdrawing their 
support, the Railway Executives’ Association released the Brother- 
hood of Locomotive Firemen from its commitment; and at the pres- 
ent time we, unfortunately, are somewhat divided in our opinions as 
to what should be done with 356, or section 3 (b) of the present act. 

Senator Griswoip. | ap preciate your explanation, and I will pass 
it on to Senator Hill and Senator Douglas; and it will be in the record, 
of course. You may proceed with your statement. 

Mr. Carrot. My name is T. C. Carroll. I am president of the 
Brotherhood of Maintenance of Way Employees. My office address 
is 12050 Woodward Avenue, Detroit, Mich. My legislative office 
address is 10 Independence Avenue SW., Washington, D.C. I have 
been designated by the Railway Labor Executives’ Association to ap- 
pear before you and present the views of the association with respect 
to S. 1355 and the companion bill in the House, H. R. 356. 

The Railway Labor Executives’ Association is an association com- 
posed of the chief executives of 18 standard railway labor organiza- 
tions and the president of the Railway Employees’ Department, 
A. F. of L., which is itself an association of six shop craft organiza- 
tions who are also individually represented in the association by their 
chief executives. 

The organizations represented in the association are the following: 

Switchmen’s Union of North America 
Order of Railroad 'Telegraphers 
American Train Dispatchers’ Association 
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Railway Employees’ Department, A. F. of L. 

International Association of Machinists 

International Brotherhood of Boilermakers, Iron Ship Build- 
ers, Blacksmiths, Forgers and Helpers of America 

Sheel Metal Workers’ International Association 

International Brotherhood of Electrical Workers 

International Brotherhood of Firemen and Oilers 

Brotherhood of Railroad Signalmen of America 

Brotherhood of Railway and Steamship Clerks, Freight 
Handlers, Express and Station Employees 

National Organization Masters, Mates and Pilots of America, 
Brotherhood of Maintenance of W ay Employees 

International Longshoremen’s Association 

National Marine Engineers’ Beneficial Association 

Hotel and Restaurant Employees and Bartenders International 
Union 

Railroad Yardmasters of America 

Brotherhood of Sleeping Car Porters 

At this point, Mr. Chairman, I may say you read into the record a 
telegram which your committee received from President Fleete, of 
the Switchmen’s Union, and a letter received from President Hayes, 
of the International Association of Machinists; and in view of the 
fact that Congressman Van Zandt, when he appeared before your 
committee last Monday, made a statement concerning whether or not 
the Railway Labor Executives’ Association represented these organ- 
izations, I would like to incorporate, or, rather, call attention to 
another telegram which was received, or should have been received, 
by your committee—maybe it hasn’t come in yet—signed by Culbert 
Bowen, president of the Patrolmen’s International “U nion; and he 
advises that “the Railway Patrolmen’s International Union supports 
the substitute proposal to H. R. 356 of Railway Labor Executives’ 
Association, as will be presented to you by president T. C. Carroll.” 
That is quoted from a Western Union telegram, dated Salt Lake City, 
Utah, February 16. 

Senator Griswoip. I do not believe that has been received. 

Mr. Carroti. That will just clear the record. 

Now, Mr. Chairman, I would like, with your permission, to correct 
one other statement that I think Congressman Van Zandt made, with 
no intention, whatever, I am sure, of being misleading. It was just a 
question of his not having the correct information. On page 20 of 
the transcript of the hearing before this committee, on February 15, 
1954, the Congressman st ated : 

I say in all fairness that the statement to the effect that 80 percent of all 
railroad employees oppose this legislation should be taken with a grain of 
salt. 

The Interstate Commerce Commission publishes, monthly, what is 
known as form M-300, giving the total number of employees as of the 
middle of the month current. The latest information is October 1953, 
and the report for that month shows in round figures 900,000 so-called 
nonoperating employees in the service, with 260, 000 so-called operative 
employees in the service. The payroll for the last available period 
that we have—which is the same month—for the nonoperating group, 
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amounted to a total, in round figures, of $313 million; for the operat- 
ing groups, $12 3 million. 

‘Approximately 75 percent of the operating employees’ payroll is 
taxable under the Railroad Retirement Taxing Act, which means that, 
for the month of October, about $90 million, earned by the operating 
employees, was taxable, whereas all but about 15 percent of the payroll 
of $313 million of the nonoperating employees is taxable, or bringing 
that to a total of about $270 million. Therefore, the ratio, or the 
percentage, is about the same. Between 75 percent and 80 percent of 
the railroud employees are in the group known as the nonoperating 
employees, and about the same percentage of the taxable payroll ac- 
crues to the two groups. 

Our organizations collectively represent approximately three- 
fourths of all the railway employees in the United States, 

The last paragraph of section 3 (b) of the Railroad Retirement 
Act, which H. R. 356 seeks to repeal was enacted by the Congress 
in 1951 as part of an integrated program of amendments requested 
and supported by the Railway Labor Executives’ Association. By 
reason of this program of amendments virtually all benefits under the 
act were very substantially liberalized without endangering the finan- 
cial soundness of the railroad retirement account. 

When H. R. 356 was under consideration by the House Committee 
on Interstate and Foreign Commerce our association opposed the bill 
in its entirety. One of ‘the reasons, among others, for our opposition 
to the bill was that we felt as of that time that there had been insuffi- 
cient experience with the operation of the 1951 amendments to justify 
consideration of any change. In addition, we explained to the com- 
mittee the basic policies underlying the enactment of the last para- 
graph of section 3 (b) and aflirmed our belief in their continuing 
validity. 

As a result of the additional experience that has been gained since 
the House hearings were held last year the association has become 
convinced that there are certain equitable considerations which war- 
rant some modification of the existing provision but that any inequi- 
ties resulting from the present provision can be removed while at the 
same time preserving the principles embodied in the present provi- 
sion. I should therefore like to review what those principles are, 
what inequities have developed, and shall then suggest to the commit- 
tee an amendment to the pending bill by way of a substitute that would 
carry out our recommendations. 

The substance of the last paragraph of section 3 (b) of the Rail- 
road Retirement Act, which H. R. 356 would eliminate, is that indi- 
viduals who receive railroad retirement annuities based in whole or in 
part on service prior to 1937, on which no taxes were paid, and who 
also qualify for old-age benefits under the Social Security Act should 
have their railroad retirement annuities reduced to the extent that 
they are based on service prior to 1937 or in the amount of the social 
security old-age benefit, whichever results in the lesser reduction. 
These reductions are provided for not because any one believed that 
recipients of combined social-security and railroad-retirement bene- 
fits were getting too much money in the absolute sense. Unfortu- 
nately, under present price levels, the most benefits that we can provide 
to retired workers, even through duplicate benefits, is generally not 
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adequate to provide the standard of living that we would like to see 
them enjoy. However, in dealing with a retirement system such as 
that provided by the Railroad Retirement Act we must be ever con- 
scious of the fact that the total amount of benefits available for dis- 
tribution is definitely limited and consequently the equity of the claims 
of the several classes of beneficiaries to a fair sare of the total amount 
available must be considered in relation to each other. 

When the railroad retirement system was established we were con- 
fronted by the fact that large numbers of individuals were then al- 
ready of retirement age and many others would attain retirement age 
shortly. Such individuals would have no opportunity to build up 
paid-for credits by service under the system after it was established. 
In order to provide adequate annuitiees for those retiring in the early 
years of the system, it was necessary to provide that credit be allowed 
for service rendered prior to 1937 to such a degree as to permit the 
allowance, in combination with service rendered after 1936, of a total 
of 30 years. This required that there be included in the tax rates paid 
by employers and employees with respect to future employment a 
charge, in perpetuity, over and above the tax rates necessary to pro- 
vide the same benefits for the younger employees and future employees. 
In other words, prior service credit was allowed as a matter of neces- 
sity, not because it had been paid for, and was financed by a charge 
against future employment. And I think, Mr. Chairman, that that is 
a very, very vital and important point, on which I will elaborate a 
little bit, later; and I hope the committee bears in mind that this ques- 
tion of prior service is one of the vital issues, here. 

When the social-security system was established, and again in 1950 
when its coverage was greatly extended, the same necessities had to be 
met. The problem, however, was approached in a different way. In- 
stead of allowing credit expressly for prior service, the social-security 
benefit formula itself was so constructed as heavily to favor those re- 
tiring in the early years. The benefit formula, together with the 
new-start provision adopted in 1950 would enable individuals to 
qualify for the maximum benefit with as little as six quarters of cov- 
ered employment. It thus became more possible for individuals to 
qualify for maximum or near maximum benefits under the Railroad 
Retirement Act, based largely or even entirely on untaxed prior serv- 
ice, than then to leave the railroad industry and by working for as 
little as a year and a half in social-security employment to qualify also 
for the maximum benefit under that system. That was the situation 
which we found in 1951. 

At the same time we were under urgent necessity to liberalize all 
benefits under the Railroad Retirement Act for not only those already 
retired but those retiring in the future so as to provide a more realistic 
benefit structure in light of present price levels. The money had to 
be found to finance such liberalizations without increasing the tax 
rate and without impairing the financial soundness of the railroad 
retirement account; it was generally agreed that there was no “cush- 
ion” in the account and that higher tax rates would meet with uni- 
versal disapproval. It was found that some savings could be effected 
by a moderate restriction on the receipt of dual benefits. We did not 
feel that dual benefits based on fully tax-paid service should be 
restricted. Nor did we feel that employees should be deprived of 
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receiving credit once for their prior service. However, where the 
combined effect of the Social Security Act and the Railroad Retire- 
ment Act was to give credit under both systems for untaxed prior 
service it seemed equitable, in comparison with the claims of individ- 
uals retiring on fully tax-paid service, to eliminate the duplication. 
Thereby savings were effected which together with other savings pro- 
vided in the 1951 amendments made it possible to liberalize benefits 
for all beneficiaries. 

According to the last actuarial valuation of the railroad retirement 
system the benefits now provided by the system, if confined to em- 
ployees entering the service now or in the future, could be provided 
for approximately 8 percent of the payroll. The total tax that will 
be paid with respect to the employment of such individuals is 1214 
percent. The difference is required to pay for the benefits of those 
whose contributions to the system are insufficient to finance the bene- 
fits their receive. This gives you some measure of the relative equities 
of those who seek duplie ate credit for prior service as against those 
who have no prior service but will be fully taxed on all service. 

In addition to the relative equities among beneficiaries, there were 
other considerations underlying the en: vctment of the last paragraph 
of section 3 (b) of the Railroad Retirement Act. As you know, the 
railroad employees are very insistent upon the maintenance of their 
railroad retirement system as a separate system for their industry. 
However, from the beginning, this objective has been opposed by cer- 
tain interests that have sought to merge the railroad retirement system 
into the general social security system. ‘The advocates of that course 
zealously exploited every argument they could find for such a merger. 
We found that two of the most fruitful sources of argument for the 
destruction of the railroad retirement system were (1) the fact that 
large numbers of individuals whose career employment was covered 
by social security would have some casual service in the railroad indus- 
try and eventually the beneficiaries in that category would far out- 
number the railroad career employee bene ficiaries, and (2) the fact 
that through duplicate prior service ao relatively excessive com- 
bined benefits might be drawn. The 1951 amendments to the Railroad 
Retirement Act eliminated both of these arguments. The 10-year 
minimum service requirement eliminated the former and the dual 
benefit restriction eliminated the latter. These two parts of the 1951 
amendments to the Railroad Retirement Act together constitute a 
bulwark to protect the continued existence of the system itself. 

Furthermore, we believe it to be wrong in principle to encourage 
individuals to draw retirement annuities while at the same time con- 
tinuing as a part of the labor force. To the extent that this occurs 
the purpose of retirement payments is perverted and they become a 
subsidy for the maintenance of inadequate wage rates. Particularly 
during times when the volume of unemployment is substantial and 
the labor market is depressed, the continuance in the labor force of 
individuals whose wages are supplemented by retirement payments is 
a threat to the maintenance of a wage structure adequate to provide 
a decent standard of living to the regular wage earner who is depend- 
ent on his wages for a livelihood. 

The dual-benefit restriction is not a complete or perfect protection 
against this danger. In the amendments which we proposed in 1951 
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we had included more complete protection in the form of a work 
clause which, however, Congress did not see fit to adopt. However, 
the dual-benefit restriction operates as some degree of protection at 
least to the extent of reducing the incentive for retiring from railroad 
employment and drawing railroad-retirement benefits while contin- 
uing in the labor force covered by the Social Security Act. 

Consider two individuals, both railroad employees, both 65 years 
of age, both having 30 years of service, and with identical employ- 
ment history. One of them retires from railroad employment, starts 
drawing his railroad-retirement benefits, gets a job in social-security 
employment where he works for 2 years, paying taxes at 2 percent, and 
qualifies for the maximum benefit; he then retires and claims benefits 
also under the Social Security Act. If H. R. 356 is enacted he will be 
able to draw both without restriction even though in both he is cred- 
ited, in effect, with service for 2 years after attaining age 65. During 
that period he is, of course, not receiving the railroad-retirement bene- 
fits that his colleague is receiving and he pays 614-percent taxes in- 
stead of 2 percent. When he retires, at the same + as his colleague, 
he would receive only the railroad-retirement benefits that his ‘col- 
league has already been drawing for 2 years and will continue to draw. 
We do not believe that such a premium on the receipt of retirement 
payments while continuing in the labor market can be justified. 

Senator Griswoip. Mr. Carroll, might I ask this question? That 
situation would not be possible if this man, drawing retirement bene- 
fits, went to work for a railroad company, in any capacity, would it? 

Mr. Carroii. That is prohibited. 

Senator Griswo tp. I mean, in a different capacity, not in the union 
where his lifetime membership has been held, but perhaps he might 
get a job with another railroad company, in another capacity. Say 
the man was a trainman, and he might go to another railroad. In 
another capacity, would there be any possibility of duplicating bene- 
fits. under that system ¢ 

Mr. Carroiy. No, if, after retiring, and starting to receive his rail- 
road annuities, he sought and obtained employment with another car- 
rier, or an employer, under the act, he would then be taken off the 
railroad retirement rolls. He would forfeit his annuity, and would 
have to wait until he again retired. He could not seek and obtain 
employment as a railroad wor ker, in any capacity. 

Finally, as I have already indicated, the liberalization of benefits 
in 1951 was financed from savings of various kinds. One of the 
sources of savings was the dual benefit restriction. The savings from 
this source were estimated at 0.15 percent. While this is not in and 
of itself a large item, it is too substantial to be ignored. The savings 
resulting from this provision have been committed to the payment of 
liberalized benefits. We cannot justify thereafter simply wiping out 
the savings as H. R. 356 proposes to do. 

I have reviewed for you the principles underlying the enactment of 
the last paragraph of section 3 (b) of the Railroad Retirement Act. 
We believe these principles were valid in 1951 and we believe that they 
continue to be valid. However, as I indicated at the outset, on the 
basis of the additional experience that has been acquired since last 
vear, we have concluded that certain modifications of the present law 
are warranted. 
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The major complaint that we have received concerning the operation 
of the dual-benefit restriction relates to cases in which the restriction 
applies so as to reduce the railroad-retirement benefit in the amount 
of a social-security benefit for which the individual is theoretically eli- 
gible but which he is actually not receiving. This situation arises 
because under the Social Security Act an individual who is fully in- 
sured and who is 65 years of age is considered eligible for benefits upon 
making application therefor even though he cannot actually receive 
benefits while he is working because they are withheld under the work 
clause. This incidence of the dual benefit restriction becomes a par- 
ticularly fertile source of complaints when the individual, at the 
time of his retirement from railroad employment, is not insured under 
the Social Security Act; he therefore draws his full railroad retire- 
ment benefit while engaged in social-security employment for the 
first year and a half or couple of years; then when he has acquired 
enough social-security employment to be fully insured under that act 
his railroad retirement benefit is reduced even though he is not receiv- 
ing the social-security benefit that gives rise to the reduction 

This operation of the dual benefit restriction was not intended and 
would not have occurred under the program of amendments as we orig- 
inally proposed it in 1951. Our program included a work clause by 
reason of which no retirement benefits would have been payable while 
the individual was engaged in any substantial employment. Although 
the work clause itself would have resulted in greater restrictions upon 
the receipt of railroad retirement benefits while engaged in social- 
security employment, it would not, in our judgment, have given rise to 
the claims of inequity that have arisen from the operation of the dual 
benefit restriction in the situation that I have described. We believe 
that a very large proportion of the complaints about the dual benefit 
restriction would be eliminated by confining its operation to cases 
in which the individual is actually receiving the social-security benefit 
that gives rise to the reduction. 

When the dual-benefit restriction was proposed it was our belief, 
by reason of the weighting of the social-security benefit formula that 
individuals affected by the dual-benefit restriction would still receive 
in all cases through a combination of their railroad retirement and 
social-security benefits a larger total benefit than they would have ac- 
quired under the Railroad Retirement Act had they continued i in rail- 
road employment for the period that they spent in social-security em- 
ployment. Although this belief has been borne out in nearly all cases, 
experience has shown that in some cases the restriction does’ operate to 
reduce the total benefit below the amount that the railroad-retirement 
benefit would have been if the individual had continued in railroad 
employment. We believe that situation should be corrected. We pro- 
pose therefore that the provision be amended to provide that the reduc- 
tion shall in no event operate to reduce the combined benefit of the 
individual and his family below what it woula have been if the social- 
security employment and wages had been covered by the Railroad Re- 
tirement Act. 

Another situation that was not anticipated when the dual-benefit 
restriction was enacted has arisen from the 1952 amendments to the 
Social Security Act. In recognition of increas »d living costs Congress 
in 1952 inereased all social-security benefits by approximately $5 a 
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month. In the case of those individuals affected by the dual-benefit 
restriction where the portion of the annuity based on prior service was 
greater than the amount of the social-security benefit as thus increased, 
the increase in the social-security benefit simply resulted in a corre- 
sponding reduction in the railroad-retirement benefit. Thus the pur- 
pose of Congress in granting a cost-of-living increase to social-security 
beneficiaries was frustrated. We propose therefore that if the reduc- 
tion is by the amount of the social-security benefit the reduction shall 
not be increased by subsequent increases in the social-security benefit. 

We further propose that the several modifications that I have sug- 
gested be made retroactive to October 30, 1951, the date when the 
dual-benefit restriction first became effective. In this way all indi- 
viduals who have been affected by the dual-benefit restriction in ways 
that may be claimed to be inequitable will have past inequities cor- 
rected as well as being relieved of them for the future. 

We are informed by the acturial and statistical experts of the Rail- 
road Retirement Board that these proposed modifications in the law 
can be made while at the same time retaining at least two-thirds to 
three-fourths of the savings that derive from the dual-benefit 
restriction. 

Accordingly, it is our belief and recommendation to the committee 
that all legitimate complaints as to inequity in the operation of the 
dual-benefit restric tion can be eliminated without sacrificing the major 
portion of the savings attained by it. To that end we recommend 
to the committee the following amendment of the bill. 

Mr. Chairman, on pages 11 and 12 of my statement is the technical 
language necessary to amend the bill as we are proposing it; and, if 
I may have your permission to incorporate that in the record, I will 
not at this time read it, because it is technical language. 

Senator Grisworp. It will be incorporated in the record. 

(The recommended amendment of the bill is as follows:) 


AMENDMENT TO H. R. 356, 8838p Cona., Ist SEsS., AS PASSED BY THE HOUSE ON 
JULY 24, 1953 


Strike all the languaze after the enacting clause and substitute therefor the 
following: “That, effective October 30, 1951, the last paragraph of section 3 (b) 
of the Railroad Retirement Act of 1937, as amended, is hereby further amended 
by substituting the words ‘is receiving’ for the phrase ‘is, or on proper appli- 
eation would be, entitled to’; by inserting after ‘Provided, however, That,’ the 
following: ‘the reduction required by this paragraph shall not operate to reduce 
the sum of (A) the retirement annuity or pension of the individual, (B) the 
spouse’s annuity, if any, and (C) the benefits under the Social Security Act 
which the individual and his family receive or are entitled to receive on the 
basis of his wages or self-employment income to less than what the sum of the 
retirement annuity or pension of the individual and the spouse’s annuity, if 
any, deriving from the individual’s employment would have been if the individ- 
ual’s “employment” had been service as an “emvlovee” and “wages” and “seif- 
employment income’ had been “compensation” (deeming “a quarter of coverage” 
to be three “months of service” and the total “wages” and “self-employment 
income” for any calendar year to have been earned in equal portions in each 
month of each quarter of coverage in such year), and if the reduction is by 
the amount of the old-age insurance benefit under the Social Security Act such 
amount shall not include any increases therein pursuant to amendments to the 
Social Security Act effective after the effective date of the reduction: Provided, 
further, That: 

“Src. 2. In the case of any deceased individual whose death occurred before 
the first day of the first month following the month in which this Act is en- 
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acted, so much of any annuity or pension payment as is due such individual by 
reason of the enactment of the first section of this Act shall be paid only— 
“(1) to the widow or widower of the deceased, if such widow or widower is 
living on such first day; or 
2) if there is no widow or widower, to the child or children of the 
deceused if such child or children are living on such first day. 
For the purposes of this section, the terms ‘widow’, ‘widower’, and ‘child’ shall 
have the same meanings as those assigned to such terms by subsection (1) (1) of 
section 5 of the Railroad Retirement Act of 1937, as amended.” 

Mr. Carrotzu. Mr. Chairman, I would like to use about a minute and 
a half or two minutes in summarizing the statement that I have made. 

The prior-service credit was set up not as a matter of equity but as a 
matter of necessity, so that those at retirement age could retire when 
the system was established. This had the effect of starting the system 
off with an unfunded liability of several billion dollars. This un- 
funded liability will never be liquated, but interest on this liability 
must be included in the tax rate. 

New employees entering the service will get benefits which actu: ully 
cost only 7.66 percent—but 12.5 percent is being paid into the fund 
with respect to their service. 

In considering equities we must consider not only those who are 
retired now but also those who will retire in the future. 

We should meet the need for adequately providing for those em- 
ployees retiring in the early years of the system, but not twice, as 
would be done if the dual-benefit restriction were eliminated. 

The people affected by the dual-benefit restriction derive in total 
benefits from the two systems more than those who stay in railroad 
service and have all their employment under the Railroad Retire- 
ment Act. 

Against the claims of the ved who seek the dual benefits and complain 
against the effect of section 3 (b), we must weigh the claims of the 
other 284,480 beneficiaries or annuitants on the rolls now, the 114 
million employees now in railroad service, and the untold millions 
who will be in railroad service in the future. 

Eventually it will require 10 years of service for most individuals to 
qualify for benefits under the Social Security Act. 

T he opportunity to qualify for dual benefits under the social-security 
system is gradually disappearing, and will eventually completely 
disappear. 

The railroad-retirement system was never intended to provide bene- 
fits for those who continue to work. Under employment conditions 
as they existed in 1937 it was believed that these restrictions would 
prevent annuitants from competing on the labor market with indi- 
viduals who do not receive retirement benefits. 

We do not believe that anyone should receive duplicate benefits for 
prior service. 

We do not find that the people affected by the dual-benefit restriction 
are being treated inequitably. 

If we were to stress the fact to the members of the organizations 
that they actually are entitled to benefits which cost only 7.66 percent 
of the payroll, whereas 1214, percent is being assessed, the storm of 
protest Congress is now getting would be mild compared to what it 
would get. 

In respect to these so-called dual benefits, I assure you the protests 
are mild compared to what they will be. 
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I thank you very much. 
Senator Griswoip. We have had included a copy of your amend- 


ments, and also a memorandum ae “Exhibit in Explanation of 
Proposed Amendment to H. R. 356.” That is a brief summary of 
the effects of the amendment that you have prepared; is that right? 


Mr. Carrouu. Yes. 

Senator Griswotp. Would you like to incorporate this also, at the 
end of your remarks, along with the necessary technical words, ex- 
plaining the amendment that might be inc luded? You know to what 


I refer, do you not? 

Mr. Carrout. Yes, I understand it. I will be glad to incorporate 
it in the record. I think it should be in the record. Thank you for 
calling it to my attention. 

Senator Griswoip. If you want to change it in any way, you may 
do that for the purpose of the record. 

Mr. Carroty. I thank you. 

(An explanation of the amendment recommended to the committee 
by the Railway Labor Executives Association is as follows :) 


EXPLANATION OF PROPOSED AMENDMENT TO H. R. 356 


The proposed amendment to H. R. 356 would require the reduction now pro- 
vided for in the last paragraph of section 3 (b) of the Railroad Retirement Act 
to apply only where there is actual receipt of benefits, that is, only where deduc- 
tions are not being made from the social-security benefit because of the bene- 
ficiary’s earning over $75 a month in employment or self-employment. 

The amendment would also establish a floor to the reduction which would be 
that the reduction was not to operate to provide for the annuitant (and his 
family) less total benefits under the two systems than they would have received 
under the railroad-retirement system (in the form of the employee’s retirement 
annuity, and a wife’s annuity) had social-security employment and wages been 
railroad employment and compensation, respectively. The amount of the social- 
security benefit which would be taken into account would be the amount of 
benefit originally awarded and not as increased by subsequent legislation, such 
as the 1952 amendments. Any increases in the benefit because of the beneficiary’s 
working after the original award would, however, be counted. A quarter of 
social-security coverage would be considered 3 months of railroad service, and 
wages would be deemed earned in equal shares for each month of a calendar 
quarter or calendar year. 

It is emphasized that the effect of the amendment as drafted would be to 
increase the railroad-retirement annuity by the amount of any reduction pre- 
viously made for receiving a social-security benefit whenever the annuitant 
returns to work for any month earning over $75 so that he would not have social- 
security benefits payable for that month. It is emphasized further that the 
provision for deeming social-security employment as railroad service is solely 
for the purpose of the floor mentioned above, and would not operate to increase 
an employee's years of railroad service for any other purpose. Finally, it should 
he emphasized that under the amendment as drafted any refunds will have to 
include the increase provided by the 1952 amendments to the Social Security Act 
in cases in which the reduction was made in the retirement benefit as to a time 
before the effective date of the 1952 social-security amendments (September 1, 
1952), but that no such refunds will be made for any increases resulting from 
these 1952 amendments if the original social-security award included this 
increase at the time awarded. 


Senator Griswotp. Senator Murray, you mentioned a discussion, or 
a considerable amount of discussion. I do not know whether you have 
had a chance to read Mr. Carroll’s remarks. 

Senator Murray. No; but I will do so with a great deal of interest. 
When I first came to Washington, I had numerous contacts with the 
Brotherhood of Maintenance of W ay Employees, and I remember Mr. 
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Carroll's testifying for that organization. I shal] be glad to read and 
study his remarks. ‘ 

Mr. Carroit. I thank you, Senator Murray. I certainly can repay 
the compliment. 

Senator Grisworp. I do not know whether it should be called a 
compromise or not, but the amendment which was discussed with 
representatives of the Brotherhoods in December and January was 
stated, after looking it over, to be perfect. Something was said against 
the passage of H. R. 356, as it came from the House. 

Mr. Carrotzt. Yes; Senator, that is true. I think it might be well 
for me to tell you how this substitute came about. As I was saying, 
at several meetings, prior to the one I mentioned as being held in 
Chicago on December 10 and 11, we were trying to reach an accord 
with all the standard railway labor organizations in respect to any 
amendments that we might see fit to introduce in the Congress. I 
think, in a final attempt to try to reach an accord with all of the chiefs 
that were at that meeting—and they were all represented there, or were 
themselves present—Mr. George Harrison, of the clerks, offered a 
proposal, exactly as we are now offering it to you here today, and he 
suggested that those who were in favor of H. R. 356 should continue, 
if they saw fit, their efforts in behalf of the final enactment of H. R. 
356, and that the nonoperative group, or the Railway Labor Executives 
Association, would foster this proposed substitute. On the afternoon 
of the 11th, the chief executive of one of the operating organizations 
suggested that we adopt the Harrison suggestion and offer it to your 
committee as a substitute for H. R. 356; and that was agreed to, 

Now under date of December 17, 1953, Chairman Leighty, of the 
Railway Labor Executives Association, addressed a letter to the mem- 
bers of the association and to the grand chief engineer of the Brother- 
hood of Locomotive Engineers, the president of the Locomotive Fire- 
men and Enginemen, president of the Order of Railway Conductors, 
and to a vice president of the Brotherhood of Railroad Trainmen 
who was at the meeting on December 10 and 11 representing that organ- 
ization, and he submitted to them, and to all of us, the draft of this 
proposed substitute. He made this statement: 

Will you please check this memorandum and advise if it is in accord with 
your understanding. 

Under date of December 22, 1953, Mr. H. E. Gilbert, of the Brother- 
hood of Locomotive Firemen and Enginemen, replied, saying that 
it was in accordance with his understanding. On the same date, Grand 
Chief Engineer Brown, of the Brotherhood of Locomotive Engineers, 
replied that it was in accordance with his understanding. Under date 
of December 21, 1953, President R. O. Hughes, of the Order of Rail- 
way Conductors, replied that it was in accordance with his under- 
standing. And ale date of December 21, 1953, Vice President 
Satterwhite, of the Brotherhood of Railroad Trainmen, replied, stating 
that, as he was not present at all of the sessions on the 11th, though his 
associate, Mr. W. J. Smith, was at all of the sessions, unless we heard 
to the contrary from Mr. Smith, the memorandum was in accordance 
with their understanding. Now, that left it agreed to as a substitute 
bill for H. R. 356, by the chief executives of all of the standard railway 
labor organizations; and that was the situation until about the 1st of 
January, when the trainmen withdrew their support. And subse- 
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quently, as I told you, on January 20 or 21, the conductors and 
engineers withdrew their support, and the Railway Labor Exec utives 
Association released the firemen, or Mr. Gilbert. I request that copies 
of the letters to which I have just referred be printed in the record 


at this point. 
Chairman Griswotp. Without objection, they will be printed in the 


record at this point. 
(The letters referred to are as follows:) 


RAmLway Laror Executives’ ASSOCIATION, 
St. Louis, Mo., December 17, 1958. 
Mr. Guy L. Brown, 
Grand Chief Engineer, 
Brotherhood of Locomotive Engineers, 
Cleveland, Ohio. 
Mr. H. E. Giver, 
President, Brotherhood of Locomotive Firemen & Enginemen, 
Cleveland, Ohio. 
Mr. R. O. HuGHEs, 
President, Order of Railway Conductors, 
Cedar Rapids, Iowa. 
Mr. V. W. SATTERWHITE, 
Vice President, Brotherhood of Railroad Trainmen, 
Richmond, Va. 

DEAR Strs AND BroTHerRS: I am attaching hereto a memorandum, as prepared 
from my notes, on the conferences which we held in Chicago, I1l., on December 10 
and 11, 1953, at which we agreed upon a joint railroad retirement program. 

Will you please check this memorandum and advise if it is in accord with your 
understanding. 

Fraternally yours, 
G. E. LeIcury, 
Chairman, Railway Labor Executives’ Association. 





3ROTHERHOOD OF LOCOMOTIVE FIREMEN & ENGINEMEN 
Cleveland, Ohio, December 22, 1953. 
Mr. G. E. LEIGHTY, 
Chairman, Railway Labor Executives’ Association, 
St. Louis, Mo. 

Dear Sir AND BrotTHer: This will serve to acknowledge your letter of December 
17 with which you enclose a memorandum prepared from your notes on the con- 
ferences held in Chicago, December 10 and 11, 1953, in connection with a joint 
railroad retirement program. 

I have checked the memorandum I had prepared on this subject, and the con- 
tents thereof correspond to the details set forth in your memorandum. 


Fraternally yours, 
H. E. GIpert. 


BROTHERHOOD OF LOCOMOTIVE ENGINEERS, 
December 22, 1958. 
Mr. G. E. LEIcury, 
Chairman, Railway Labor Executives’ Association, 
St. Louis 8, Mo. 

Drar Srr AND BrorHerR: This will acknowledge receipt of your recent letter 
addressed to Brothers Gilbert, Hughes, Satterwhite and the undersigned, en- 
closing copy of memorandum covering our railroad retirement conference in 
Chicago December 10-11. Thank you kindly for same. 

I have checked your memeorandum and find it substantially correct. : 


Fraternally yours, ; 
Guy L. Brown, 


Grand Chief Engineer. 
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DEcEMBER 21, 1953. 
Mr. G. E. LeIcnury, 


President, Order of Railroad Telegraphers, 
St. Louis 8, Mo. 

DeaR Str AND BrorHer: This will acknowledge receipt of your letter of De- 
cember 17 to which you attached a memorandum covering conferences in 
Chicago, Ill., December 10 and 11, 1953, relative to a joint railroad retirement 
program. 

In checking the memorandum, I did not detect any errors or omissions, It is 
in line with my understanding of the program we agreed to. 

Thanking you for your helpful cooperation in this important matter, I am 

Fraternally yours, 
R. O. Hueues, President. 


BROTHERHOOD OF RAILROAD TRAINMEN, 
December 21, 1958. 
Mr. G. E. LEIGHTY, 
Chairman, Railway Labor Ezecutives’ Association, 
St. Louis, Mo. 

DEAR SiR AND BroTHeER: I have received your joint letter addressed to Grand 
Chief Engineer Brown, President Gilbert, B. of L. F. & E., President Hughes, 
O. R. C., and the undersigned, to which you attached a memorandum prepared 
from your notes on the conferences held in Chicago December 10 and 11, 1953. 

This memorandum seems to be correct, but I am forwarding same to Brother 
W. J. Smith, our assistant national reporting officer, Railroad Retirement Board, 
for his review. Hearing nothing further, you may regard this as our concur- 
rence in the program outlined by you. 

Fraternally yours, 
V. W. SATTERWHITE, 
Vice President. 


CLEVELAND 13, On10, December 30, 1958. 
Mr. G. E. LEIGHTY, 
Chairman, Railway Labor Executives Association, 
St. Louis 8, Mo. 

Dear Str AND BrotnerR: With further reference to memorandum prepared by 
you on the conference which was held in Chicago, December 10 and 11, 1953, 
having reference to amendments to the Railroad Retirement Act, I received copy 
of this memorandum from our Vice President Satterwhite, receipt of which 
acknowledged to you under date of December 21, 1953. 

Subsequent to our conference in Chicago, I have been doing some research 
work and find, in the Monthly Review issued by the Railroad Retirement Board, 
July 1952, volume 13, No. 7, wherein a ruling has been issued by the Legal 
Department, from the Associate General Counsel, setting forth the fact that 
annuities recomputed for seryice after age 65 are not reducible below the amounts 
previously payable. 

I am furnishing you herewith copy of this ruling, which can be confirmed in 
the July issue of the Monthly Review, and my thought in submitting the same to 
you at this time is whether, in your opinion, proposal No. 3 in your submission 
could be deleted in view of the fact the legal opinion appears to the writer to take 
care of the objectionable reduction which now appears in the law. 

This for your consideration. 

Fraternally yours, 
W. J. SMITH, 
Assistant National Reporting Officer, 
Brotherhood of Railroad Trainmen, 


Senator Griswotp. Thank you very much, Mr. Carroll. 

I am also going to have placed in the record at this point a suggested 
amendment, the amendment adding a new paragraph to section 3 (b), 
which would make the dual-benefits provision applicable only to rail- 
road annuitants who enter social security employment after June 30, 
1954. The effect of this amendment would be to make the dual-be nefits 
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provision inapplicable to persons now subject to it and to require 
refunds for reductions previously made. However, the provision 
would apply to annuitants who henceforth—that is, after June 
30, 1954—enter upon covered social security employment. This 
amendment would answer the objection made that the present legisla- 
tion puts the Government in the position of breaking a promise made 
to the railroad annuitants. Any annuitant who enters covered em- 
ployment after June 1954 does so with full know ledge that his annuity 
is subject to subsequent reduction in the event he qualifies for social 


security benefits. 

[ am not sure that this amendment has any value whatever, but, 
merely to help to develop our thinking on the matter, I have had this 
entered in the record. 

(The documents referred to are as follows :) 

To AMEND THE RAILROAD RETIREMENT AcT OF 1937, AS AMENDED 

That section 3 (b) of the Railroad Retirement Act of 1937, as amended, i 
further amend, effective October 30, 1951, by adding the following paragraph: 

“The provisions of the preceding paragraph shall not apply to the annuity 
or pension of an individual, or to the annuity of his spouse, if the indi, idual 
had ‘wages’ or ‘self-employment income’ (as these terms are defined in the 
Social Security Act) prior to June 30, 1954.” 

Sec. 2. In the case of any deceased individual whose death occurred before 
the tirst day of the first month following the month in which this Act is enacted, 
so much of any annuity or pension payment as is due such individual by reason 
of the enactment of the first section of this Act shall be paid only- 

(1) to the widow or widower of the deceased, if such widow or widower 
is living on such first day; or 

(2) if there is no such widow or widower, to the child or children of the 
deceased if such child or children are living on such first day. 

For the purposes of this section, the terms “widow”, “widower”, and “child” 
have the same meanings as those assigned to such terms by section 5 (1) of the 
Railroad Retirement Act of 1937, as amended 


(The following telegram was later received for the record :) 


Satt LAKE City, February 16, 1954. 
A. E. Lyon, 
Secretary, Railiway Labor Exrccutives’ Association, 
10 Independence Avenue SW., Washington, D. C.: 

Copy of wire sent to Senator Smith. My organization, the Railway Patrol- 
men’s International Union, A. F. of L., supports the substitute proposal to H. R. 
306 of Railway Labor Executives’ Association as will be presented to your com- 

iittee by President T. C. Carroll. 

CULBERT BOWEN, 
President, Patrolmen’s International Union. 


Che following letters from F. C. Squire, acting chairman, Railroad 
Ret tirement Board, and J. C. Carroll, president, Brotherhood of Main- 
tenance of Way Employees, were later received for the record :) 


sROTHERHOOD OF MAINTENANCE OF WAY EMPLOYEES, 
Chicago, lll, Februar Y 25 , 1954 


Hon. H. ALEXANDER SMITH, 
Chairman, Senate Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 

Dear Senator: At the hearing on Wednesday, February 17, 1954, before the 
Special Subcommittee on Railroad Retirement Legislation, Senator Griswold 
placed in the record a suggested amendment adding a new paragraph to section 
++ (b) of the Railroad Retirement Act, and invited consideration and comment by 
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the interested parties on that amendment as a possible substitute for H.,R. 356, 
or the substitute suggested by me on. behalf of the Railway Labor Executives’ 
Association. 

The effect of the amendment submitted by Senator Griswold was described by 
bim as.making the dual-benefit restriction contained in section 3 (b) inapplicable 
to persons now subject to it, and requiring refunds for reductions previously 
made by making the present restriction, without change, applicable to persons 
who first enter upon social-security employment after June 30, 1954. 

We have considered this suggested amendment and have concluded that it 
should not be given favorable consideration. There are several reasons for this 
conclusion : 

1. In our view, there is merit on grounds of equity for changing the applica- 
tion of the dual-benefit restriction so that it cannot operate to reduce the total 
combined railroad-retirement and social-security benefits to an amount less than 
the individual would have been entitled to under the Railroad Retirement Act, if 
his social-security employment had been covered by the Railroad Retirement Act. 
There are similar equitable grounds for providing that the dual-benefit restric- 
tion shall not operate to deprive the individual of increases in social-security 
benefits, which Congress may provide for after the reduction has once been put 
into effect. These equitable considerations will be just as valid after June 30, 
1954, as prior thereto, and the proposed amendment which I submitted on behalf 
of Railway Labor Executives’ Association would correct both of these inequities. 
The proposed amendment submitted by Senator Griswold would not. 

2. By making the operation of the dual benefit restriction contingent upon 
first entry into covered social-security employment after June 30, 1954, the oper- 
ation of the restriction is made dependent upon a wholly arbitrary and fortuitous 
circumstance. It might mean, for example, that an individual who, say at the 
uge of 20, renders some very brief or casual service under social-security employ- 
ment before July 1, 1954, as exempted from the operation of the dual benefit 
restriction, even though he does not retire until 45 years from now, whereas 
another individual with substantially the same employment history, but without 
this casual employment before July 1, 1954, is subject to the restriction. 

3. Although cost may not be a major consideration, I pointed out in my testi- 
mony that the substitute offered by Railway Labor Executives’ Association 
would retain the major portion of the savings realized by the dual benefit restric- 
tion, while at the same time eliminating any legitimate cause for complaint, we 
do not have any precise cost estimate with respect to the amendment submitted 
by Senator Griswold, but information we have indicates that the major portion 
of the savings derived from the dual benefit restriction would be dissipated by it. 

4. Apparently the major consideration motivating the submission of the 
amendment by Senator Griswold was the desire to meet the contention of 
the proponents of H. R. 356, particularly Congressman Van Zandt, that the 
enactment of the dual benefit restriction in 1951 constituted a violation of con- 
tractual rights of beneficiaries. Insofar as this contention relates to annui- 
ties awarded under the Railroad Retirement Act, it is clear that the certificate 
of annuity and the letter notifying annuitants of the award of annuity, upon 
which Congressman Van Zandt relied to support his contention and which he 
placed in the record, do not support the contention. It was, however, further 
contended that individuals who had retired under the old company pension 
plans, particular that of the Pennsylvania Railroad Co., had contractual rights, 
the obligations of which were assumed by the Railroad Retirement Board in 
1937. 

We have not obtained and are enclosing herewith, first, the regulations govern- 
ing the Pennsylvania Railroad pension department, which were in effect at the 
time the railroad retirement system took over the company pension system. 
Reference to paragraph 8 of these regulations shows that no contractual right 
was recognized, because there is there set forth a unilateral 10 percent reduc- 
tion which the company put into effect April 1, 1932, patterned after a wage 
deduction which, as to active employees had been agreed upon, but which had 
not been extended by agreement to retired employees. Secondly, we are enclos 
ing a circular which the Pennsylvania Railroad addressed to its active and 
retired employees at the time the Railroad Retirement Act of 1934 became effee- 
tive. That act did not transfer the company pension plans to the railroad retire- 
ment system. Nevertheless, upon its enactment the railroad company unilaterally 
drastically revised the benefits payable under the company pension plan. 

43731-—-54 10 
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It is thus apparent from the documents already in the record, and the docu- 
ments submitted herewith, that the consideration principally motivating the 
submission of the suggested amendment is nonexistent. 

Respectfully yours, 
T. C. Carro.iy, President. 


REGULATIONS GOVERNING THE PENNSYLVANIA RAILROAD PENSION DEPARTMENT 
Taking effect November 1, 1929. Superseding regulations in effect prior thereto 


1. Organization.—The pension department was established for the purpose of 
enforcing the action of the boards of directors requiring the retirement of officers 
and employees of the several companies, as hereinafter set forth, and for making 
payment to them of such pension allowances as may be authorized from time 
to time. 

2. Board of officers —The department shall, under the president of the Penn- 
sylvania Railroad Co., be in charge of a board of officers, to be appointed 
annually, in the month of December, by the respective boards of directors, to 
serve for 1 year from the 1st day of January next succeeding and until their 
successors are appointed. 

The board of officers shall, subject to the approval of the boards of directors, 
have power to make and enforce rules and regulations for the care and operation 
of the department, under which shall be determined in accordance with these 
regulations the eligibility of officers and employees to receive pension allow- 
ances, the amount of such allowances, and the conditions under which such 
allowances shall be paid. 

The board of officers shall make rules for their government, not inconsistent 
with these regulations, elect their own chairman and secretary, and shall 
annually, or oftener if required, make reports of their action to the boards of 
directors, for their approval. 

The board of officers shall be aided by a superintendent who shall keep the 
accounts of the department, and shall perform such other duties as may be 
assigned to him by the board of officers. 

3. Officers and employees who shall be retired from the service—Of the 
officers and employees who are required by the organizations to give their entire 
time to the service of the companies, there shall be two classes who shall be 
retired from the service, as follows: 

(a) All officers and employees who shall have attained the age of 70 years. 

(bd) All officers and employees 65 to 69 years of age, inclusive, who shall have 
been 30 or more years in the service, and shall have become physically disqualified. 

In retiring officers and employees who shall have attained the age of 70 years, 
their retirement shall be made effective from the 1st day of the calendar month 
following that in which they shall have attained that age: in all other cases the 
date of retirement shall be from the Ist day of a calendar month to be determined 
under the direction of the board of officers. 

4. In case any officer or employee 65 to 69 years of age, inclusive, 30 or more 
years in the service, claims that he is, or should his superior or employing officer 
consider him, physically disqualified for further service, he may make application 
or be recommended for retirement, and if physical examination by a board of 
three physicians, appointed by the chairman of the board of officers, discloses 
that he is physically disqualified for further service, he shall be retired. 

5. In referring to the officers and employees of the companies, the expressions 
‘service” and “in the service” will refer to employment upon or in connection with 
any of the railroads or works operated by the companies associated in the admin- 
istration of the Pennsylvania Railroad pension department, whether prior or 
subsequent to their control or acquisition. 

6. Allowances—Method of procedure for obtaining same.—It shall be the duty 
of every superior or employing officer to report at once, through the usual chan- 
nels, to the superintendent, pension department, on proper blank, at least 3 months 
in advance of the date of their retirement, all officers and employees about to 
attain the age of 70 years, for consideration for a pension allowance. 

7. The information required for a pension allowance shall be sent by the 
immediate employing officer to his superior officer, and by him forwarded to the 
superintendent, pension department. 

8. Allowances—Basis of.—The pension allowances authorized by the boards of 
directors to be paid monthly are upon the following basis: 


‘ 
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For each year of service .1 percent of the average regular monthly pay for the 
10 years immediately preceding retirement, provided that no pension shall be less 
than $15 per month. (Effective, April 1, 1932, pensions shall be subject to a 
reduction of 10 percent provided that no pension shall be reduced below $50 
per month, ) 

9. In computing service it shall be reckoned from the date of entry in the 
service to the date when retired, deduction of the actual time out of the service 
being then made and eliminating in the final result any fractiomal part of a month. 

10. When pension allowances shall be authorized, pursuant to these regulations, 
they will be.paid monthly, commencing on the first day of a calendar month and 
terminating with’the date of death. 

11, Allowances—How paid.—In payment of pension allowances, drafts showing 
the names of those to whom allowances have heen made and the amount of such 
allowances shall be prepared by the accounting department at the close of each 
month, from information furnished by the superintendent of the pension depart- 
ment. The drafts shall be prepared and delivered to the pensioners under regu- 
lations issued by the treasurers of the respective companies as provided in the 
organizations of these companies. 

12. Each superior or employing officer must keep himself advised of the where- 
abouts of former officers and employees who have been retired from service, and 
promptly advise the superintendent, pension department, through the usual 
channels, when any of them cease to be entitled to further pension allowances. 
In case they do not reside within the jurisdiction of the officer of the department 
in which they were engaged before being retired from the service, such officer 
shall require that affidavit or other satisfactory evidence be furnished him, by 
such former officer or employee, at least once a year, and oftener as may be 
required, that he is still entitled to a pension allowance. 

13. General.—No pension allowance shall be paid to any person for a period 
during which he may be receiving accident or sick benefits from the relief fund. 

14. The acceptance of a pension allowance shall not debar any such former 
officer or employee from engaging in other business, but such person cannot reenter 
the service of the companies associated. 


To all active and pensioned employees of the Pennsylvania Railroad Co.: 


Since Jannary 1, 1900, the Pennsylvania Railroad Co. has had in effect a pension 
plan under which the company has voluntarily paid pensions to retiring em- 
ployees. 

Congress has enacted a compulsory pension plan effective August 1, 1934, known 
as the Railroad Retirement Act. 

The purpose of this notice, therefore, is to advise employees as to what the 
company considers it necessary to do, in view of this act. 

First, as to the requirements of the act: 

The Railroad Retirement Act requires each employee to contribute 2 percent 
of his monthly compensation. At present no contribution will exceed $6 per 
month. Therefore, commencing with the payrolls for August 1934, such deduc- 
tions will be made semimonthly from each officer’s and employee’s compensa- 
tion, for the purpose of paying annuities prescribed by the act. 

The company is required to contribute twice as much as the employee con- 
tributes. 

The company is also required to deduct the employee’s contribution from his 
pay check and to pay it and the company’s contribution to the Government. 

Second, as to the company’s pension plan: 

Inasmuch as the Government has set up a compulsory pension plan, the existing 
plan of the Pennsylvania Railroad Co. has been revised effective August 1, 1934, 
so that no pensions to take effect after August 1, 1934, will be authorized under 
the company’s plan. 

In revising its plan, however, and pending a better understanding of the scope 
and the provisions of the Government plan, the company desires to avoid any 
unnecessary anxiety or inconvenience to its employees, especially in view of the 
fact that the payment of annuities provided under the Government plan cannot 
commence before February 1, 1935. 

Accordingly, until the Government transfers such pensions to its retirement 
system established by this act, this company, until further notice will continue 
to pay such pensions monthly as were in effect July 1934. 
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— 


For employees retired after August 1, 1934, the Government pensions will not 
be payable before February 1, 1935, or thereafter. Until further notice, there- 
fore, this company, until and unless otherwise ordered will make allowances 
for the period from August 1, 1984, to February 1, 1935, to such of its employees 
as would have become eligible for pensions during that period under the com- 
pany’s plan previous to the date of its revision, in such amounts, at such times, 
and under such conditions as were applicable under its pension plan during the 
month of July 1934. 

Third, as to retirement under the Government pension plan: 

The Government Pension plan provides that retirement shall be compulsory 
upon employees who have attained the age of 65, on or after August 1, 1934; 
but allows the company and such an employee by agreement, in writing, to extend 
the time for retirement for 1 year, and for successive periods 1 year each, but 
not beyond the age of 70 years. In accordance with this permission, the company 
is willing, subject to the limitations in the act, to extend the time for retirement 
of such employees if their services are required, and if they desire such extension 
and are physically and mentally able, as determined by the company, to perform 
active sery ice, 

Upon the functioning of the Railroad Retirement Board the appropriate of- 
ficers of this company will negotiate in behalf of the company and its employees 
for substitution of the provisions for annuities and other benefits to employees 
under the act for the provisions of this company’s plan of voluntary payment of 
pensions to employees. 

W. A. ATTERBURY, 
President. 
PHILADELPHIA, PA,, July 26, 1934. 


Norr.—Any officer or employee who desires a complete copy of the Railroad 
Retirement Act may obtain same by request in writing, addressed to Mr. E. B. 


de 


Hunt, superintendent, pension department, Philadelphia, Pa. 


RATLROAD RETIREMENT Boarp, 
Chicago, Ill, February 25, 1954. 
The Honorable DWIGHT GrIswo_p, 
United States Senate, Washington, D. C. 

DrarR SENATOR GRISWOLD: In accordance with your request at the hearings on 
H. R. 356 on February 17, the Railroad Retirement Board submits herewith its 
comments on the amendment suggested by Mr. T. C. Carroll on behalf of the Rail- 
road Labor Executives Association and the one suggested by you. 

If any further explanation or any assistance is desired, the Board or members 
of its staff will be glad to meet with you or the committee or your staff at any 
time. 

Sincerely yours, 
IF’. C. Squire, Acting Chairman. 


COMMENTS OF THE RAILROAD RETIREMENT BOARD ON THE AMENDMENT TO H. R. 
356 SUGGESTED BY Mr. T. C. CARROLL 


The proposal of Mr. Carroll consists of 3 parts, all of them retroactive to No- 
vember 1, 1951: 

1. It would limit the application of the last paragraph of section 3 (b) to 
annuitants only while actually receiving a social-security benefit. Under this 
proposal, some 5,000 individuals (or their eligible survivors) would receive re- 
funds aggregating about $1,500,000 for deductions already taken during one or 
more months since November 1951. 

2. It would provide that the reduction shall in no event operate to reduce the 
combined henefits under both systems of the individual and his family below 
what the family benefit would have been if the social-security employment and 
wages had been covered by the Railroad Retirement Act. Under this proposal, 
about 4,000 individuals (or their eligible survivors) would have their family 
benefits raised by an average of about $8 a month. 

3. It would provide that if the reduction is by the amount of the social- 
security benefit, the reduction shall not be increased by subsequent increases in 
the social-security benefit formula. Under this proposal, about 27,000 individuals 
(or their eligible survivors), because their annuities had been first reduced be- 
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fore September 1952, the month in which social-security benefits were increased, 
will receive refunds averaging about $7 a month for every month they were on 
the rolls thereafter. 

The total level cost of Mr. Carroll’s proposal is estimated at $8 million a year, 
or 0.06 percent of payroll. 

FEBRUARY 25, 1954. 





COMMENTS OF THE RAILROAD RETIREMENT BOARD ON THE AMENDMENT TO 
H. R. 356 SueGestTep ny SENATOR GRISWOLD 


The amendment proposed by Senator Griswold would waive the application 
of the last paragraph of section 3 (b) in the case of any individual who had any 
wiuges or self-employment income before July 1, 1954. Since only $1 of social- 
security wages at any time after 1936 would satisfy this requirement, an! since 
an opportunity would apparently be permitted for anyone who has not yet had 
$1 of wages to earn it between now and the end of June, the proposal would 
waive the application of the last paragraph of section 8 (b), not only in the case 
of every one of the 38,000 individuals who have so far been affected, but also of 
the bulk of individuals who would otherwise be affected in the future. The only 
employees to whom the paragraph would still apply are those who had some 
railroad service before 1987, who are now on the Railroad Retirement Board 
annuity rolls or enter the rolls in the future, and whose first ani only social- 
security employment occurs after June 1954. There are very large numbers of 
railroad employees who have had only the most nominal coverage under the 
social-security system and whose coverage, such as it was, may have been a 
purely chanee occurrence. Tens of thousands of railroad employees -with no 
thought of building up credits under the social-security system have, in the 
past 17 years, during a Christmas rush, or on weekends, or at night, or during 
vacations, earned greater or lesser amounts in social-security employment, in 
many cases, only a few dollars. Such individuals would be forever exempt from 
the application of the last paragraph of section 3 (b). Thus, there would be no 
reductions because of social-security benefits until October 1955. The cost of 
such an amentment may be as high as 90 percent or more of the cost of the 
complete elimination of the provision. 

It is noted that, in his discussion of his proposal in the course of the hearings, 
Senator Griswold refers to “any annuitant who enters covered employment after 
June 1954.” It is possible that the intent was to refer only to an individual who 
makes his first bona fide entry into substantial social-security employment after 
June 1954, rather than to one who had only casually and temporarily worked 
for wages under social security some time during the past 17 years. If that is 
so, it could be accomplished by some such provision as the following: ‘The last 
paragraph of section.3 (b) shall not apply in the case of an individual to whom 
a railroad retirement annuity began to accrue before July 1, 1954, and who was 
credited with some wages or self-employment income before that date.” Thus, 
every individual would be exempt who is now on the railroad retirement annuity 
rolls or who enters the rolls by the end of June, if he had ever been under social- 
security coverage. There were almost 100,000 retired employees on the annuity 
rolls at the end of January who would thus be exempt from the present restric- 
tion; an additional 4,000 employees who will retire by the end of June would 
also be exempt. The restriction would remain only on those not yet retired by 
the end of June and might cost about half as much as the proposal as ma ‘e. 

If the committee desires to broaden the exemption beyond that described in 
the preceding paragraph, a further provision may be xdded which would waive 
the application of the last paragraph of section 3 (b) in the case of an indi- 
vidual “to whom a railroad retirement annuity did not begin to accrue before 
July 1, 1954, but who had at least two [or some other number] social-security 
quarters of coverage before that date.” This added provision would exempt 
every individual who enters the railroad retirement rolls after June 30, if he 
had acquired two quarters of coverage by that date. Data are not available from 
which to estimate the cost of this modification. 

FEBRUARY 25, 1954. 


Senator Grisworp. I wish to announce that hearings of the subcom- 
» 


mittee will remain open until Tuesday, February 23, to permit persons 
wishing to insert statements in the record to do so. I particularly 
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desire to have all these who have previously appeared before the com- 
mittee representing the different organizations and representing the 
Railroad Retirement Board express their opinions in regard to the 
substitute offered by Mr. Carroll, and in regard to this substitute which 
I have just had entered in a record. 

We will have a continuation of the hearings by the committee, at 
10 o’clock tomorrow morning. I would like to have present at that 
time a representative of the Railroad Retirement Board, the operating 
rallroad brotherhoods ane of the Railway Labor Executives’ ‘Associa- 
tion. We also wish to have present Mr. Fort of the Association of 
American Railroads. 

(Whereupon, at 12:04 p. m., the subcommittee recessed until 10 
a. m., Thursday, February 18, 1954.) 
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THURSDAY, FEBRUARY 18, 1954 


Untrep Srartes SENATE, 
CoMMITTEE ON LaBor AND Pusiic WELFARE, 
SPECIAL SUBCOMMITTEE ON RarLRoAD RETIREMENT LEGISLATION, 
Washington, D.C. 

The special subcommittee met at 10:05 a. m., pursuant to recess, 
in room P-63, Capitol, Senator Robert W. Upton, presiding. 

Present: Senators Upton (presiding) and Murray. 

Also present: Roy E. James, staff director; Michael J. Bernstein 
and John D. Stringer, professional staff members. 

Senator Upton (presiding). The meeting will come to order. 

This subcommittee has under consideration H. R. 356 and also a 
proposed substitute. 

We await the next witness. 

Mr. Latimer. 


FURTHER STATEMENT OF MURRAY W. LATIMER, 
WASHINGTON, D. C. 


Mr. Latimer. Mr. Chairman, I regret that the time has not per- 
mitted me to prepare a statement this morning and I shall, if I may, sir, 
make some remarks from notes. 

A substantial part of the testimony here has revolved around differ- 
ent concepts of what constitutes equity. 

Clearly there are several ways in which equity may be defined. 

I submit the most important way in which to define equity from 
the point of view, for the purpose of Congressional legislation relat- 
ing to railroad employees, is to regard them as citizens of the United 
States entitled to the rights and privileges which any other citizen 
in any other occupation enjoys. 

If solely because of the receipt of social security benefits, another 
governmental payment, wholly independent, intended to be inde- 
pendent, and, in fact, independent for 15 years, is reduced, the effect 
is exactly the same as if the social security benefit were reduced. 

As I pointed out here on Tuesday, a group of railroad employees 
who are affected by the social security offset stand substantially alone 
among all the citizens of the United States in not having secured the 
full benefit and, indeed, in many cases any benefit at all from the more 
liberal payme nts of social security benefits due to the amendments 
of 1950 and 1952 and to the railroad retirement amendments of 1951. 

These employees are discriminated against, not only compared with 
other railroad employees who receive benefits, but as compared with 
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all employees of the Federal Government covered by the Civil Service 
Retirement Act, as compared with all the Congressmen and employees 
of the legislative _ anch and as compared with all the other Federal 
employees who are protected by the other retirement systems; and 
not only are they iin ‘riminated against as compared with those em- 
plovees, but as compared with employees of States. municipalities, 
and counties and a thousand and one other governmental bodies and 
as compared with literally millions of employees i in industry. 

Now, it is true that the relatively small number of railroad em- 
ployees who secure the benefits of a new start will receive rather gen- 
erous annuities under Social Security Act, but this isn’t a peculiarity 
of the railroad employees. It is true of every other person who comes 
under social security, including, I might add, myself. 

I shall get if I live, and my wife will get, if I don’t live, and she 
does, far more in social security benefits than I will have paid for or 
that any other person newly covered by the Social Security Act 
amendments of 1952 of my age will receive; but there is no sugges- 
tion that anybody is going to take away something from you because 
of that. It wasn’t intended, and it is not right. 

Now, it is said that these employees are receiving a windfall. That 
is not proper and, I assume, it ought to be taken away from them be- 
cause of some kind of logic, which I don’t understand; but the fact is, 
while the numbers were considerably smaller, the purchasing power 
of the excess of the social security annuities payable in 1942 and 1943 
and 1944 and 1945 over the taxes paid by the recipients was just as 
lurve as it is today and as it will be for the next several years. 

There was no suggestion at any time before 1951 that those annui- 
ties, the railroad annuities be reduced because of the receipt of those 
social security benefits. 

So, it seems to me that if you regard these railroad employees as 
citizens, and I can’t see how else they can be regarded—— 

Senator Murray. I don’t think you would have to argue that 
very long. 

Mr. Larimer. I don’t think so. 

Senator Murray. We are going to be crowded for time here, and 
it seems to me you should get down to the analysis of this. so-called 
substitute. 

Mr. Latimer. I will. I was going to leave that immediately, Sen- 
ator Murray, and I did want to reiterate that point, though, because 
so much had been said about equity that I felt I couldn’t sit here 
without at least reminding you that there were other concepts which, 
in my judgment, were more valid. 

But there is one further statement before I come to substitutes, 
if I may, sir, and that is that you have had presented in one statement 
here some data which were said to indicate that no substantial harm 
had been done railroad employees, and that as between the railroad 
employees who had social security benefits and those who did not 
there were no substantial discriminations. 

Their statement was presented to you along that line. 

I might say that the statement presented to you was based on 
a total of 302 cases. You were given figures based on 302 cases, 
and that number was raised {o 30,200 because it was based on a 1-per- 
cent sample; but you don’t know anything at all about the other 
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99,700 cases, except what you know about the 302, and you must 
take the rest on face. 

Now, I take it already the 30,200 have been shown to be incorrect. 

Reference has been made here to 38,000. I haven’t the complete 
record for 1953, but I have the first 8 months and in that first 8 months 
there were recorded 1,483 new social-security offset cases. 

At that rate for the year there would have been about 22 or 300. 
That is to say there were some 5,800 cases on the basis of the 8 months’ 
sample, which is a good deal better than 1 percent for the purpose, 
which apparently were not accounted for in the 30,200 or 302 samples. 

So, already there has been an error of 200 or 300 percent. 

What the correct figures are, I don’t know; but I do know no one 
else knows, unless they have the benefit of information which has 
not been published or made available to anyone studying this subject. 

I might just add on that point we saw yesterday, or the day before, 
I think, some illustration of the pitfalls of samples. 

The Census Bureau, as you know, makes each month a survey of 
the population to determine, among other things, the numbers of un- 
employed. A sample early in January indie: ated about 2,300,000 un- 
employed. Another sample, the results of which were announced day 
before yesterday, showed over 3 million unemployed. 

The increase in the number of unemployed, I believe, was 728,000. 

The figures given on a mathematical basis by the Bureau of the 
Census indicated there were 95 chances in a hundred that the error 
in the original census would be less than 190,000. 

I take that to be two standard deviations. 

The chances, mathematically, of an error of the magnitude now 
discovered is so small as to be practically invisible. 

That kind of mathematical analysis is underlined in the sample 
which has been presented to you, and I think it is even less valid than 
the sample whch the Bureau of the Census has been using. 

Senator Upron. Mr. Latimer, Senator Murray suggested to you 
we are limited in time. It had been the hope of the committee that 
you might have 30 minutes this morning. I thought perhaps you 
might 

Mr. Latimer. I am going right to the amendments now, Mr. Chair- 
man. 

I wanted to say those other things because it seemed to me some 
of the comments here made them desirable. 

The suggestion made by the Railway Labor Executives Associa- 
tion appears to the organizations I represent to be objectionable for 
several reasons. 

In the first place, these organizations have not found it to be true, 
and they have some 70,000 annuitants in their membership, of whom 
about 7,500 of these members are affected by the offset. 

They find equal objection from those who are actually receiving 
social security and those who are not. 

That is, the basis of this amendment as given to you was that the 
main objections come from those who are reduced for bei: ig possibly 
entitled upon application, or being entitled if they applied, but who 
have not applied, or if they hav » applied and are affected by the work 
clause and do not receive social security. 

These organizations find no distinction whatever between the classes 
of their members who are affected by the offset. They are all objecting. 
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sut there are other objections. The first objection is that the 
administrative difficulties would, in our judgment, be insuperable. 

I might say this precise amendment, or the amendment which has 
to do with the payment of the railroad annuity during the months 
in which social security is not received, was the matter of some dis- 
cussion before the House committee last summer, and the representa- 
tive of the Railway Labor Executives Association was asked for his 
comments on an amendment to the offset provision which would make 
the railroad annuity payable in months when the social security was 
not received. 

The answer of the representative of the RLEA was that it would 
ve work, and his final conclusion was this—and I quote from page 

126 of the House hearings: 

It seems to me almost inevitable if such a partial repeal were enacted you 
would soon find much more vociferous complaints about the operation of such 
provision than you are getting now under the present law. 

I think that is abundantly true. 

The statement, I might add, has been referred to as being offhand. 
The gentleman who made the statement worked for me for a good 
many years. I know from the hearing that he had 48 hours to con- 
sider it, and I also know he never made an offhand statement after 
thinking about it for 48 hours, and I will also say whenever he worked 
for me he never took a position which I had not approved beforehand. 

But even as bad as the administrative complexities would be under 
existing law, they would be as nothing as compared to what the situa- 
tion would be administratively if the ‘President's proposal for amend- 
ing social security were to be changed. 

Under the President’s proposal there will be a flat exemption of 
$1,000 of income for any recipient of social security, and there will 
be a reduction of 1 month’s annuity beginning with the annuity for 
December, the benefit for December, in each calendar year, for each 
$80 or part of $80 earned in excess of a thousand dollars by the 
beneficiary. 

Now, I have been told by the social security people that will be 
administered by reference to the intent of an individual. For ex- 
ample, if an employee this month earns $300, it is impossible id him 
to know, of course, precisely whether he will earn before the year is 
out a thousand dollars. If he does not, the fact he has one $300 
this month will have no effect on his benefit. 

If he decides that he is going to retire in the next couple of months 
and won’t earn the thousand dollars, he presumably will ask for the 
payment and he will receive it. 

If thereupon he decides not to retire when the date comes, and he 
runs past the thousand dollars, some part of his annuity may be an 
overpayment. If it runs past $1,860, all of the annuities received in 
that year will have been overpayments. 

In every such case where a railroad retirement payment is depend- 
ent upon the payment of a social security benefit, the payment of 
which is subject to some fact to be determined later in the year, you 
will have literally overpayments in almost 1 out of every 2 cases, and 
perhaps then some. 

The complexities of administering by reference to someone else’s 
records is bad enough, but when those records are subject to change 
continuously and constantly it becomes impossible. 
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The amendment proposed by the Railway Labor Executives Asso- 
ciation purports to protect employees against reductions in prior 
service annuities insofar as such reductions will make retirement in- 
come smaller than if the employee had remained under the Railroad 
Retirement Act and received the same compensation, had the same 
service. 

In order to make that workable at all, the social-security quarters 
of coverage have to be interpreted arbitrarily and the compensation 
has to be divided arbitrarily because it is not divided by months, so 
that an employee who earns $3,600 in 9 months will, under this amend- 
ment, get credit for 1 full year of service which he could not do under 
the Railroad Retirement Act; that is, in order to make this equitable 
it is necessary for administrative complexities to give a better break 
to the man out of the railroad industry than to the man in the railroad 
industry. 

Whenever that is necessary in order to make something adminis- 
terable, I should suppose the proposal itself is at fault. 

Finally, as I read it, the language provides that the deduction for 
social security shall not include any increases therein, pursuant to 
amendments to the Social Security Act, effective after the effective 
date of the original award of such benefit. 

That means, if I understand it correctly, if.an employee was:awarded 
a social-security benefit in 1950, before the enactment of the social- 
security amendments of 1950, his social-security reduction will be in 
the amount of his original award and without the increases made in 
1950 and in 1952. 

That, of course, improves the amendment from what it was in its 
original form, but it leaves elements of discrimination. 

First of all, there was substantial numbers of persons who could 
have been entitled to social-security benefits before the amendments 
of 1950, but they did not apply for them because they saw no particular 
point in doing it. 

They worked. They couldn’t have drawn benefits if they had ap- 
plied. They, therefore, waited. 

There were 3,000 of such persons, or there are 3,000 persons, appar- 
ently, who could have been entitled at the end of 1952, according to this 
sample that may contain substantial error, a good many of them 
remaining in 1952, not all of them going back to 1950; but, in any 
event, this would penalize quite arbitr arily those employees who had 
no reason to file for social security before the amendments of 1950, 
and who didn’t do it, but yet who could have been just as much en- 
titled as those who did file. 

That seems to us to be a totally unwarranted kind of discrimination 
and has no place in an amendment of this sort. 

On that point, I may add for the man who worked continuously in 
the railroad industry the amendment still has some element of dis- 
crimination, but I shall point that out in another connection in a 
moment. 

The final point I wish to make about the amendments proposed by 
the Railway Labor Executive Association is that I think the costs 
are substantially understated. 

Of course, the whole matter here is dealing with a quite minor part, 
slightly more than 1 percent of the total cost of the Railroad Retire- 
ment Act. 
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It is said in support of these amendments that they would reduce 
the savings now being made from one-quarter to one- third. 

I have the memorandum furnished to the several railroad labor 
organizations written by Mr. Matscheck on January 14, 1954, on the 
basis of an amendment drawn by the Railroad Retirement Board, and 
also furnished to the organizations with a memorandum dated January 
11, 1954. 

That amendment did not contain any provision for paying smaller 
social security benefits, other than those which’ were to be involved in 
the saving proviso. 

The total cost of the whole offset has been estimated at 7,500,000. 

The cost figure in Mr. Matscheck’s memorandum is 2,750,000, which 
is rather more than the maximum figure given in the memorandum 
~ ented to you. 

More than that, you will have for the great majority of those now 
on the offset roll a restoration of the 1952 amendments, and for some, 
an unknown number—and from any published figure I can’t deter- 
mine it, but I should guess—some half a restoration of the 1950 
increases, 

I have made some calculations which, Mr. Chairman, I should like 
to include, if I may, in the record, which I won’t read, which indicate 
that there will be at least a million dollars additional cost of that 
amendment, so that what the Railway Labor Executives Association 
here propose would, I believe, wipe out at least one-half of the offset 
provision. 

It would tend to extreme benefit complexities. It would add other 
elements of inequity. It would leave half of those whose relief we 
believe to be highly desirable without help 

We, therefore, think that as compared with the H. R. 356, there is 
no attraction in the amendment proposed by the Railway Labor 
Executives Association. 

[ would like to say, if I may, one or two things about the amendment 
which Senator Griswold referred to yesterday. 

That amendment, it seems to me, as I read it, would, first of all, 
give for very smal] amounts of social security earnings extremely 
high value. 

It would be possible under that amendment for $1 of social 
security earnings to have a value in annuities, annuity payments, of 
more than $10,000. 

If it became effective only on June 30 next, it would give enormous 
value to very short periods of social security. 

Great numbers of railroad employees could get a few hours work 
under the coverage of the Social Security Act, even if they had to pay 
several times over it. 

Small amounts of self-employment income in excess of the mini- 
mum of $400 in the year 1951 might be conveniently discovered even 
now. 

The amendment would lead, I think, although I confess I prefer it 
to the railway labor executives’ amendment, to some considerable 
abuses. 

In the Social Security Bulletin for April 1953 there was published 
a very small sample of cases intended to indicate something of the 
work history common overlapping between railroad retirement and 
social security. 
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The sample is, I am afraid, too small to be depended upon, but for 
whatever it may be worth, and the error is undoubtedly quite large, 
the portion of railroad employees 65 and over who had social security 
employment was given as 31, and that certainly would be 30 percent 
or 20 percent. 

So, the arbitrary facts of past employment would have a tremendous 
bearing on the present rights of annuitants which I think would not 
be found equitable or fair. 

We, therefore, very reluctantly, and with feeling of appreciation 
for the effort embodied in the amendment and the will expressed in 
it, feel that it would not be one which is desirable. 

Senator Urron. You have now had 30 minutes, Mr. Latimer, and a 
little more. 

Mr. Later, Thank you. 

Senator Urron. Do you require more time? 

Mr. Latmer. No, sir. Thank you. 

Senator Upton. Have you any questions, Sens‘ r Murray ? 

Senator Murray. No. 

Senator Urron. There are no question, Mr. 1. timer. Thank you. 

(The following letter was later received for (|e record.) 

WASHINGTON 6, D Fo bruary 25, 1954. 
Mr. Roy FE. JAMps, 
Staff Director, Senate Committee on Labor and Public Welfare, 
The Capitol, Washington, D. C. 

Dear Mr. JAMES: In my statement before the committee on February 18 I said 
that I would file a statement on the cost of the amendment proposed by Mr. T. C. 
Carroll. That statement is enclosed. 


I hope that it can be printed in the record of the hearings on the amendment 
to the Railroad Retirement Act. 


Very truly yours, 
Murray W. LATIMER. 


FEBRUARY 25, 1954. 


Cost oF SUBSTITUTE AMENDMENT PROPOSED BY RAILWAY LABOR EXECUTIVES’ 
ASSOCIATION 


The substitute amendment proposed to the four train and engine service organ- 
izations by the Railway Labor Executives’ Association contained provisions 
similar to the proposal made in the hearings by Mr. T. C. Carroll, with the 
exception that there is included in Mr. Carroll’s draft a specification that “* * * 
if the reduction is by the amount of the old-age insurance benefit under the 
Social Security Act, such amount shall not include any increases therein pur- 
suant to amendments to the Social Security Act effective after the effective date 
of the original award of such benefit * * *.” 

An estimate that the cost of the amendment without the quoted language 
would be $2,750,000 annually was supplied to the 4 train and engine service 
organizations in the form of a memorandum from Mr. Matscheck to Mr. Harper 
dated January 14, 1954. The amendment, as proposed by Mr. Carroll., would 
be more expensive. 

The new language is not completely clear. For example, suppose that a retired 
railroad employee whose railroad annuity was then $76.80 per month was 
awarded an old-age insurance benefit, beginning in January 1952, of $57 per 
month. Of the total railroad annuity, $57.20 was based on prior service and 
compensation. In November 1951, the $76.80 annuity was increased by 15 per- 
cent to $88.32, the amount based on prior service then becoming $60.72. 
Although not entitled to old-age insurance, this employee could have been en- 
titled upon filing proper application; in November the amount would have been 
$57. Not being protected by the saving proviso, this employee’s annuity would 
have been reduced by $57 (the old-age insurance amount being smaller than 
the prior service annuity) to $31.82, and was reduced to $31.12 after the social 
security award in January 1952. After the Social Security Act amendments of 
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1952, the social security benefit was increased to $64.40. But the reduction 
would be limited to $60.72, the prior service credit. 

If the language quoted from Mr. Carroll's amendment is interpreted to be 
applicable only when the entire social security amount is subtracted as of the 
effective date of the amendment, the employee in this example would not benefit. 
But an employee whose railroad annuity and social-security benefits were the 
same, but with a larger part of the annuity based on prior service, would get 
an increase; that is, this interpretation would tend to increase the benefits of 
prior service, which is contrary to the alleged intention of the last paragraph of 
3 (b) and its defenders 

It is here assumed that the intent is to cut back the reduction, in the situation 
illustrated, to the social security amounts before the 1950 amendments. 

It is assumed that, although the language refers to original award, it is not 
the intention to use the social security benefit amounts before the 1950 amend- 
ments even in the unlikely case in which a person awarded such a benefit did 
not come entitled to a railroad annuity until after October 1951. 

It appears from the recent hearings that there are 38.000 annuitants affected 
by the social security offset provision. This figure has not beer defined ; whether 
it includes spouses was not stated. 

Not all had social security benefits awarded before the 1952 Social Security 

Act amendments, but how many there were has not been published. I use a 
figure of 30,000 for want of anything better. 
The Social Security Act amendments of 1952 increased benefits immediately 
by from $5 to $8.60 per month. The average for railroad annuitants was less 
than the midpoint of the range. On the other hand, there were also some 
spouses’ annuities affected. Any increase in social security will not, under 
existing law, be reflected entirely in reduced railroad annuities because of the 
operation of the other limiting factor—the prior service annuity amount. I take 
the average—again without benefit of a single relevant statistic—at $90 per 
annum. 

Presumably the average age of currently or recently employed railroad annui- 
tants is rather lower than the average for all annuitants. Further, the ages of 
spouses would be lower still: if the average annuity value for male annuitants 
is that at age 69 and that for wives is at age 66, the effect is taken to be as 
if al! the payments were made to men, with the annuity value the same as that 
used for employee annuitants at age 68. In view of the lack of data no cor- 
rection could be made for the fact that spouses’ annuities are payable only dur- 
ing the joint life of wife and husband 

The actuarial value of 30,000 $90 annuities, payable in equal monthly install- 
ments to retired railroad employees with an effective average age of 6S, is (on 
fifth valuation standards) $24,789,000. The actuarial value, in a single sum, 
of a level payment of $2,750,000 per annum is $91,666,700, so that the total ac- 
tuarial value of added benefits under the Carroll amendment is estimated at 
$116,455,700. The savings on account of the dual benefit provision were esti- 
mated (1952 Annual Report of the Railroad Retirement Board, p. 208, item G 8, 
table A-44) as $236,800,000. The Carrol! amendment would, by this estimate, re- 
duce the savings by 49.2 percent. 

Murray W. LATIMER. 


The next witness is Mr. Stack. 


FURTHER STATEMENT OF THOMAS G. STACK, PRESIDENT, 
NATIONAL RAILROAD PENSION FORUM, INC. 


Mr. Stack. Mr. Chairman, if it is the pleasure of the Chair, I would 
like to yield at this time to Congressman Van Zandt. 

Mr. Van Zanpr. I will wait. 

Mr. Strack. You will wait. Thank you. 

In re the testimony presented at the Senate Labor Committee on 
February 17, 1954, by Mr. A. E. Lyon, in support of S. 2930, 
H. R. 7840, I feel that since it does not pertain to the legislation con- 
cerned with elimination of the dual-benefit restriction, the testimony 
presented by Mr. Lyon not be considered by the committee at this 
time. 
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However, because of the controversial nature of the material con- 
tained in the bill, I believe that it would cause a great volume of mail 
to be sent to the Congress by many railroad workers who would be 
adversely affected by its provisions. 

The main features under fire are the fact that it restricts disability 
annuitants who are under 65 years of age from earning more in gain- 
ful employment than $100 a month. 

Thirty-two percent of our disability annuitants have lost an arm, 
a leg, an eye, or are otherwise incapacitated, and no financial balm 
can compensate them for their agonies and tribulations they have 
sustained. 

At the present time the work-restriction clause in our act does not 
restrict this type of employee as long as he does not earn more than 
$75 a month in 6 consecutive months of employment. 

Enactment of this clause would force these employees out of the 
labor market. Inasmuch as their disability pension is very low, this 
would create a financial hardship. 

Section 6 proposes the change of tax base to apply on earnings up to 
$350 a month. This feature is subject to question. 

I understand that this bill, presented by Mr. Lyon, is not going to 
be considered by the committee at this time. I mention it, however, so 
that the testimony from Mr. Lyon’s report will not be used by members 
of the committee to becloud the issue of the dual-benefit restriction 
provision. 

This bill, in substance, does not provide any benefits for the tax-pay- 
ing individuals who support the railroad retirement system. 

Furthermore, it will have a tendency to introduce rather expensive 
frills on the Railroad Retirement Act. 

Referring to the statement of Mr. T. C. Carroll on behalf of the 
Railway Labor Executives Association, with respect to S. 1911, which 
I might say was a bill we had sponsored, our National Railroad Pen- 
sion Forum, and he should not have any interest in the measure, he 
has declared that the 18 labor organizations represented by him em- 
brace three-fourth of all the railroad employees in the United States. 

However, it is well known by members of this committee, as well as 
by myself and others who are fighting to secure fair pensions for rail- 
roaders, that the vast volume of mail being sent in by railroad workers 
indicates that a great many are not in sympathy with the brand of 
pension legislation proposed by Mr. Carroll. 

Wishes of the individual members of the various brotherhoods are 
not consulted to learn what sort of pension plan they wish to subscribe 
to and which they pay high taxes for. 

Must we take it as a fact that the kind of pension features advocated 
by the Railway Labor Executives Association has been dictated by 
the leaders at the top of the organization ¢ 

It should also be remembered that the original Railroad Retirement 
Act of 1934 was sponsored by and passed by efforts of the rank and 
file of labor and not by the leaders of the various crafts who were 
opposed to pensions at that time by legislation. 

The first time they came into the picture of this act was when this 
present act of 1937 was established. As you recall, that 1934 and 1935 
acts were held unconstitutional in this very hall by the late Charles 
Evans Hughes, and it was then that President Roosevelt called upon 
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these labor leaders to get into this picture, and it looks like, very much 
like, it was a sad 7" ay for the employees. 

Although Mr. Carroll, as spokesman for the Railway Labor Execu- 
tives Association, expresses great concern about the savings to the rail- 
road retirement fund by continuation of the dual- benefit restriction, 
his words about danger to the maintenance of a high-pay wage struc- 
ture might go to show that the chiefs of the organizations represented 
in the RLEA have no further interest in the railroad workers after 
they have ceased being dues-paying members. 

I wonder if this cluster of rail labor brotherhood chiefs no longer 
wish to represent their members who have retired from railroad 
serv ic e. 

That is the end of my statement, Mr. Senator. 

Senator Urron. Have you any questions, Senator Murray ? 

Senator Murray. No. 

Senator Urron. We thank you very much, Mr. Stack. 

Mr. Srackx. Thank you, Mr. Chairman. 

Senator Urron. Mr. Fain, I believe, is next. 


STATEMENT OF GUY F. FAIN, GRAND PRESIDENT, NATIONAL ASSO- 
CIATION OF RETIRED AND VETERAN RAILWAY EMPLOYEES 


Mr. Fain. Mr. Chairman and members, I didn’t prepare any rebut- 
tal, but I do want to make these facts known, and I am thankful to 
you gentlemen for allowing me to speak, because I noticed in the paper 
this morning that the independent groups who are representing our 
men were not taken very seriously ‘by your committee, and I know 
good and well that was a false statement because I think you do take 
them seriously. 

As Mr. Stack said, he represents over 100,000 members and I repre- 
sent about 15,000. 

I would say 65 percent of these men are nonoperating groups, from 
Cincinnati; Altoona, Pa.; Reading, Pa.; where there is an awful lot— 
and there are 1,400 in Altoona that belong to my organization; there 
are 900 that belong at Reading, and there are 900 in Cincinnati. 

So, those are not all transportation men. They are members, and 
the B. & O. alone in Cincinnati has over 1,100 members who have 
backed our organization and our stand in regards to these men. They 
are still in service. 

A great deal of stress has been laid on the fact that if our men stayed 
in service what they would get. 

Gentlemen, I had to leave the service after 48 years of service beause 
of a heart attack. Do you think I would give up a $550-a-month job 
for $136 ? 

Gentlemen, that doesn’t make sense, and you know it. 

Now, they laid that stress on there that if they stayed in service— 
railroad men don’t leave the service voluntarily. 

Today we have over 1,100 men, or did, on the B. & O. alone that are 
out of a job, some of them with 34 years of service. So, they don’t 
leave. They stay. 

Now, those are the nonoperating groups, and I say to you gentle- 
men that there are over 6,000 letters, and I can go to the letters you 
have got and pick out the men that I represent that have sent these 
letters in, and they are still in service and they are bitterly opposed to 
any change in H. R. 356. 
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They want those men to have the money. 

And, if you please, our railroad men are charitable, They see the 
fault, and they see the injustice here, and they have expressed to me; 
they have expressed to Tom Stack; they have expressed to Mrs. Whit- 
ley the same thing that I am telling you here: “We want those men 
to have the money they are entitled to.” 

Let me give you an example of what the heads of the organizations 
would do. We will say I worked 48 years in the service. “Tomorrow 
they hire a new man and he goes out on a job with me and we do some 
extra work that we are entitled to, we will say, on an extra day’s pay. 
Do they say to that young man that he is not entitled to the same 
compensation I am? 

But, yet, they preach about the prior service. 

I had 48 years. He has 2 days, but he gets the same amount. 

That is equity. That is what they w ‘ant, and gentlemen, we are 
pleading to you for these old men. 

I can take you into these different places, as I said in my statement, 
and these old fellows are getting 55, 60, and 75 dollars a month. They 
are living in a tenement house. They don’t know what a steak is. 

Now, those are the men that are suffering, and I want to say to you 
that 65 percent of my members are nonoperating groups. 

I hope you gentlemen will not touch H. R. 356. Let it go through 
as Mr. Van Zandt and this Congress—how wonderful they went down 
the line for us, and then the injustice of it, and we don’t want to 
monkey with it because we thought it was fair, and that is what we 
asked for, and I am asking you gentlemen to give us the same con- 
sideration. 

Not me. I am not under the dual benefits, but there are thousands 
of my friends and our railroadmen that are. 

When you take off the 500,000 railroadmen who are affected by this 
pension—they don’t know what is going to be the future for them 
if we are coming in here and chop this H. R. 356 up and not give 
us anything. 

The substitute bill for 356 doesn’t help our men. It doesn’t 
help the men who are on pension today, and then they are going to be 
very generous and let them work and not take anything away from 
them until they retire; and then the minute they retire their dual 
benefits are stopped. 

That doesn’t make sense, gentlemen. 

I don’t want to take up your time. I know you are busy but I just 
want to thank you very much for allowing me to present my little 
argument here in behalf of these thousands and thousands of railroad- 
men. 

Senator Upron. We thank you, Mr. Fain, for your appearance here. 

Mr. Farn. Thank you. 

Senator Urron. Mr. Squire, do you or any member of your board 
or any representative of your board, wish to be heard? 

If so, we will be pleased to hear you. 

Mr. Squire. We will express ourselves in a report to you next week. 

I think you requested yesterday that we get some ‘cost figures to 
be a little more certain as to some of the items. 

Senator Upton. Congressman Van Zandt. 


43731—54——11 
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STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE 20TH DISTRICT OF THE STATE OF 
PENNSYLVANIA 


Mr. Van Zanpt. Mr. Chairman, I deeply appreciate the privilege 
of again appearing before you in support of my bill, H. R. 356, be- 
cause it provides me with the opportunity of answering some of the 
criticism of the legislation. 

The opponents of H. R. 356, in their testimony before this commit- 
tee, have stressed the fact that the retired railroaders, to be benefited 
by H. R. 356, should it become law, paid no payroll tax to the rail- 
road retirement fund for services rendered prior to 1937. That is true, 
Mr. Chairman, but coming from a railroad family as I do, I can 
well recall when my grandfather and father who were railroad engi- 
neers, both considered free transportation granted them as well as 
the company pension system, as having a bearing on wage scales then 
in effect. 

When the Railroad Retirement Act was originally before Congress 
in the early 1930's, the debate will show that when the Railroad Re- 
tirement Act became a law, it was intended that all railway pension 
systems would be absorbed and that those already retired and known 
as pensioners, would be transferred to the rolls of the Railroad Retire- 
ment Board. 

Therefore, Mr. Chairman, the argument now being made against 
those who had service prior to 1937 and who paid no taxes for that 
service, should be ignored because the Railroad Retirement Act when 
it was enacted, absorbed these employees and gave them full benefits, 
regardless of whether the service was prior to 1937. Mr. Chairman, I 
said in my testimony early this week, that this group of some 40,000 
retired railroaders affected by the prohibition against the payment of 
dual benefits, was singled out and made to bear the cost of the 1951 
amendments to the Railroad Retirement Act. I also said that every- 
one of these retired railroaders had a contract with the Railroad Re- 
tirement Board and when Congress, in 1951, passed the amendment 
prohibiting the payment of dual benefits, such action arbitrarily 
altered the contract that these retired railroaders had with the Rail- 
road Retirement Board, doing so without. their consent or advice. 

Mr. Chairman, I have here in my hand, a letter from the Railroad 
Retirement Board, addressed to Mr. M. G. Fleck, a resident of A]- 
toona, Pa., and a retired employee of the Pennsylvania Railroad. 
This letter signed by the Chairman of the Railroad Board informs Mr. 
Fleck as follows: 

Based upon your application and evidence of record, an annuity under the 
Railroad Retirement Act has been approved in your favor, payable during your 
lifetime and in the monthly amount of $83.50. 

T have in my hand, a certificate that Mr. Fleck received from the 
Railroad Retirement Board and which states: 

Having retired from employer service and otherwise qualified, you are entitled 


to an annuity as provided by and subject to the conditions of the Railroad Re- 
tirement Act. 


Mr. Chairman, with the approval of your committee, I should like 
to make these documents a part of my statement at this time. 

Senator Urron. Do you wish those to be made a part of the record # 

Mr. Van Zanprt. Yes, if they are returned to me. 
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Senator Upron. They may be copied in the record and returned to 
Congressman Van Zandt. 
(The documents referred to are as follows :) 


UNITED STATES OF AMERICA 
RAILROAD RETIREMENT BOARD 


CERTIFICATE OF ANNUITY 


This is to certify that Mazzie Grant Fleck, having retired from employer 
service and otherwise qualified, is entitled to receive an annuity as provided by 
and subject to the conditions of the Railroad Retirement Act. 

Dated this 26th day of May 1938. 

By order of the Railroad Retirement Board: 

[SEAL] CHarRLes L. Hoper, Acting Secretary. 

MuRRAY W. LATIMER, Chairman. 


RAILROAD RETIREMENT BOArp, 
Washington, May 26, 1938. 
Mr. Mazzig GRANT FLECK, 
Altoona, Pa. 

Dear Sir: Based upon your application and the evidence of record, an annuity 
under the Railroad Retirement Act has been approved in your favor, effective 
April 1, 1938, payable during your lifetime, and in the monthly amount of $83.50. 

In due course of business, and at the earliest practicable date, you will receive 
a check for $83.50, covering the amount due from the effective date to April 30, 
1938. Regular payments will be mailed to reach you on or about the first day 
of each month thereafter and will cover the amount due the preceding month. 

The Board takes pleasure in sending you herewith a certificate of annuity 
evidencing the fact that you have retired from employer service and are en- 
titled to receive the above annuity. 

The records of the Board show that your last compensated service was with 
the Pennsylvania Railroad Co. A copy of this latter is enclosed in order that 
you may forward it to your former employer, if you do desire. 

Your attention is invited to section 2 (d) of the 1937 Act, which is as follows: 

“No annuity shall be paid with respect to any month in which an individual 
in receipt of an annuity hereunder shall render compensated service to an em- 
ployer (under the act) or to the last person by whom he was employed prior to 
the date on which the annuity began to accrue. Individuals receiving annuities 
shall report to the Board immediately all such compensated service.” 

In any future correspondence in connection with this annuity, give the name 
as above written and refer to No. A—98024. 

Very truly yours, 
M. E. Lyncu. 


(The data on the reverse side of the letter dated May 26, 1938, from 
the Railroad Retirement Board, is as follows :) 


In the event complaint is made regarding the adjudication of any claim, the 
Claims Service will endeavor to explain to the applicant the basis of adjucation. 
If, nevertheless, the applicant challenges the decision of the Claims Service, he 
will be required to proceed in accordance with the Regulations Governing Ap- 
peals within the Railroad Retirement Board, from which the following are 
excerpts : 

“1. Every applicant shall have a right to appeal to the Appeals Council from 
any initial decision of the Claims Service by which he claims to be aggrieved. 
The Appeals Council shall consist of 5 members, 1 of whom shall have legal 
training and shall be the chairman. Each other member shall have a background 
of experience in the railroad industry calculated to familiarize him with the 
practices, procedures, and conduct prevailing in the railroad industry; two of 
such members shall have a background of experience in the representation of 
employee organizations, and two shall have had experience calculated to familiar- 
ize them with the problems of railway management. 

“2. Appeal from an initial decision of the Claims Service shall be made by 
the execution and filing of the appeal form prescribed by the Board, and must 
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be filed with the Appeals Council within one year from the date upon which 
notice of the initial decision is mailed to the applicant at the address furnished 


by him. 
? 


“3. The right to further review of an initial decision of the Claims Service shall 
be forfeited unless formal appeal is filed in the manner and within the time 
prescribed herein. 

“4. In the event that the applicant makes informal complaint without taking 
formal appeal, which complaint is not eliminated by explanation of the basis of 
the initial decision of the Claims Service, the Appeals Council shall endeavor to 
ascertain, by correspondence or conference with the applicant, whether he takes 
issue with any point of fact or law involved in the initial decision of the Claims 
Service, and, if so, whether the applicant desires to take a formal appeal to 
the Appeals Council. In the latter event, he shall be supplied with the appeal 
form prescribed by the Board, which form shall be duly executed and filed before 
the applicant is considered to have made an appeal. 

s - * * * * t 

“6. In the development of appeals, the Appeals Council shall have power to 
bold hearings, require and compel the attendance of witnesses, administer oaths, 
take testimony, and make all necessary investigations.” 

Mr. Van Zanpr. Mr. Chairman, as mentioned in my testimony 
before this committee earlier this week, there is a principle involved 
here and while the suggested amendments to H. R. 356 offered by its 
opponents represents an attempt to compromise and confuse the issue, 
I cannot, in good conscience, accept them because I learned, early in 
life, to never compromise a principle. To my knowledge, no other 
pension plan in existence, contains a prohibition against dual benefits 
and that applies to our own congressional pension plan. 

Mr. Chairman, in reading the testimony of those who oppose H. R. 
356, it is interesting to observe that opponents acknowledge the inequi- 
ties that have resulted from the prohibition against the payment of 
dual benefits. In offering their amendments, opponents of H. R. 356 
stated frankly that such inequities exist and that they were desirous 
of correcting them. Therefore, Mr. Chairman, I submit that approval 
of my bill H. R. 356 is the proper manner in which these inequities 
can be corrected. 

In closing, since H. R. 356 was passed by the House almost unani- 
mously during the first session of this Congress, it is my sincere hope 
that this subcommittee and the Senate will approve the legislation, 
thus enabling Congress to redeem itself for breaking faith with thou- 
sands of retired railroad employees. 

That is all, Mr. Chairman. 

Senator Upton. Do you have any questions, Senator Murray ? 

Senator Murray. No. Thank you very much. 

Senator Urron. We thank you, Mr. Van Zandt. 

Are there others who desire to be heard on this bill at this time? 

The record will remain open until Friday, February 26, for persons 
who desire to insert statements therein. 

The hearing is adjourned. 

(The statement submitted by Mrs, Edythe Whitley, together with 
the letter from the Railroad Retirement Board explaining the case and 
a letter of reply from Mrs. Whitley referred to on p. 86, follows :) 


TESTIMONY IN ADDITION TO ORAL TESTIMONY, BY Mrs. EDYTHE WHITLEY, 
TENNESSEE RAILROAD PENSIONERS 


(In oral testimony reference is made to an example as to how the Railroad 
Retirement Board handles claims. ‘This is filed to let members of the committee 
see what some are subjected to by the Board.) 
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The case of Lilburn Loyd. Railroad Retirement Board. A-305859. Pending 


The Tennessee Railroad Pensioners took over this case at the request of Mr. 
Loyd in November 1953. The case is now pending. 

Mr. Loyd worked continually for the railroad a little more than 24 years. He 
paid tax as provided by the Railroad Retirement Act from and after its passage, 
1937 until 1948, as a machinist helper. Some time during the earlier period 
of his employment he received a back injury, supposedly recovered; later, he 
was taken with lead poison on the job, hospitalized, supposedly recovered. Soon 
thereafter, his health began to fail; gradually his condition grew worse until he 
could no longer work without being absent frequently. Upon the advice of his 
physician, a sick leave was necessary. This was followed by an extension of 
sick leave, also advised by his physician. In 1947 his physician advised him 
that he was unable or unfit for work and suggested he apply for disability. By 
1948 his condition was such that upon advice and with statements from physicians 
he applied for disability annuity. 

The Railroad Retirement Board ordered him to report to a designated physician 
for examination, which he did. This physician, chosen by the Railroad Retire- 
ment Board, examined Mr. Loyd and reported to the Board on May 13, 1949. 

The Railroad Retirement Board then ordered Mr. Loyd to Dr. Clarence 
Thomas, for additional examination. This was reported to the Board. 

The Railroad Retirement Board, still not satisfied, notified Mr. Loyd that he 
would be required to enter the Veterans’ Administration, at Murfreesboro, Tenn., 
for a period of 5 days, during which time additional examination would be made. 

When Mr. Loyd reached the Veterans’ Administration, he was placed in a ward 
with several patients suffering from mental diseases; and Mr. Loyd was placed 
under lock and key. 

During the 5 days’ stay, he was interviewed and given some medical examina- 
tion, however, the ailment from which the patient was suffering was a little 
more than mentioned in the Veterans’ Administration report, although attention 
was called to his suffering, at that time, of a particular nature. I have a copy 
of the report, submitted to the patient, by the Railroad Retirement Board, when 
his application was rejected. The case was appealed and again rejected, 

Hardly 2 weeks after leaving the Veterans’ Administration his condition 
became so acute that he hemorrhaged. 

Mr. Loyd, after being rejected by the Board of Claims, and against his doc- 
tor’s advice, reported for work on his regular job, to be denied. He was sent 
to the company doctor, who after examination, advised the company that the 
employee was unfit for service. The company refused to allow him to return 
to his job. 

Here we have an employee who paid into the railroad retirement fund as 
provided under the Railroad Retirement Act, who has never drawn a dollar 
from a sick or any other fund provided under the Railroad Retirement Act, who 
was rejected by the Railroad Retirement Board, and who was also rejected 
by the railroad company. This man has been unable to engage in any kind of 
labor since 1948, although he has made several efforts at work. He tried a 
different climate, hoping to regain his health. Nothing has done him any good. 
He has gradually grown worse. 

Recently the Tennessee Railroad Pensioners succeeded in reopening the case. 
We have submitted to the Railroad Retirement Board statements of four repu- 
table physicians, all of whom state his unfitness for work of any kind. These 
were submitted November 25, 1953. 

The Railroad Retirement Board, still unwilling to accept the doctor’s state- 
ments, notified Mr. Loyd and myself that he would be required to undergo fur- 
ther examination. He would be notified to enter the Veterans’ Administration, 
Nashville, Tenn. Three weeks passed without notice. The Railroad Retirement 
Board was urged to take action and that Mr. Loyd was ready to enter the 
hospital. 

On January 11, 1954, the Railroad Retirement Board ordered the patient to 
enter Thayer Veterans’ Hospital for 5 days. Mr. Loyd, being willing to comply 
with the Railroad Retirement Act, agreed to go. On the third night in the hos- 
pital the patient hemorrhaged severely ; left his bed to seek a nurse, found only 
an orderly available, requested a doctor or nurse. This was 11 p.m. No nurse 
or doctor came to his aid. He did not see a nurse until the next morning. The 
doctor made his rounds later. Both the nurse and doctor were advised of the 
situation and told of the request the night before. 
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During the first 3 days in the hospital the patient was given blood tests, 
many X-rays were taken. He was examined by numerous doctors, as well as a 
psychiatrist. On the fourth day a doctor approached the patient, asking him to 
sign a permit for a spinal puncture; patient refused. He was aware that the 
Railroad Retirement Act did not require surgery or experiments to determine 
fitness for work. On the fifth day the patient was told to report to a certain 
room, which he did. There a doctor was waiting. He was ordered to sit in a 
chair geared with various instruments. There was a bed and other equipment. 
The patient complied with an order to sit in the chair; then the doctor began 
attaching wires to the patient’s ears and at various places on his head, a process 
which the patient had heard about as being an “electric shock” which would 
incapacitate activity. About the same time a second doctor entered the room 
with a hypo needle ready for use. The patient, remembering his refusal the 
day before to permit a spinal puncture, immediately conjectured what was being 
done. The patient immediately removed the wires and left the chair, going to the 
desk in the ward, where he requested a release. The attendant advised the 
patient that he was not being released but was being kept until January 21. 
He was not consulted about remaining. The Railroad Retirement Board had not 
notified him to remain, so patient demanded his clothes. After some difficulty 
the patient was given his clothes, called his son to come for him, and left the 
hospital. 

On the date of this report, February 10, 1954, the case of Lilburn Loyd is still 
pending in the board of claims. Mr. Loyd has complied with every request of 
the Railroad Retirement Board. He has been declared unfit for any kind of work 
by no less than a half dozen physicians. This is only a brief outline of the case. 

I ask you, Is this man entitled to his annuity as a disabled? 

I ask you, Is it the duty of the Railroad Retirement Board to subject an em- 
ployee to more than a medical examination as set out in the Railroad Retire- 
ment Act 9 

I ask vou, What right has the Railroad Retirement Board to reject this man 
and hold his tax money which he paid in? 

I ask you, Is the railroad retirement a security for a worker when he becomes 
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UNITED STATES OF AMERICA, 
RATLROAD RETIREMENT Boarp, 
Chicago, Til., February 25, 1954. 
Hon. DwiGuHTt GRISWOLD, 
United States Senate, Washington, D. C. 

DrarR SENATOR GRiswoLp: At the recent hearings before the subcommittee of 
the Senate Committee on Labor and Public Welfare, on proposed amendments 
to the Railroad Retirement Act, Mrs. Edythe Whitley, secretary-treasurer, 
Tennessee Railroad Pensioners, filed a statement in behalf of Mr. Lilbern Loyd, 
whose application for an annuity under the act was denied by the Board. An 
explanation of Mr. Loyd’s case is given below, which the Board respectfully 
requests be incorporated in the record, if consistent. 

On November 20, 1946, Mr. Loyd filed with the Board an application for a 
disability annuity under the act, in which he stated that he was born on 
February 22, 1901. The Bureau of Retirement Claims, the Board’s initial adjudi- 
eation unit, found that he was not eligible to receive a disability annuity, and 
its decision was affirmed by the Appeals Council, the Board’s intermediate ap- 
pellate body, and finally by the Board itself. In the Board’s decision, a copy of 
which was sent to Mr. Loyd on October 17, 1949, all the evidence then of record 
was set forth in detail, each of his complaints and the diagnoses of the various 
examiners were discussed fully, and the reasons for the denial of his claim were 
carefully explained. A copy of that decision is enclosed. [Mr. Loyd did not 
exercise his right to a judicial review of the Board’s decision within 1 year 
after it was communicated to him, as provided for in sec. 11 of the act.] 

Since the decision of the Board was rendered, Mr. Loyd has submitted addi- 
tional medical evidence in support of his claim, which is discussed below. 

With a letter dated August 5, 1950, Mr. Loyd forwarded through the office of 
Senator Kenneth D. McKellar, statements by Dr. Henry B. Brackin and Dr. Jere 
W. Caldwell. Dr. Brackin said that he had examined Mr. Loyd on July 24, 
1950, and that— 

“* * * T find he is no better than he was at the previous examination. 
He sleeps poorly and jumps in his sleep. He is under marked tension shown 
by exaggerated deep reflexes and marked tremor of his hands and eyelids. 
He has the same marked tenderness on pressure over his sacrum. I feel that 
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he is still disabled and will continue to be as far as his previous work for 

the railroad is concerned.” 
Dr. Caldwell said that he had treated Mr. Loyd in 1944, 1945, and on July 
24, 1950, for chronic sinusitis, and that “His condition today seem [sic] to be 
about the same as it was in 1945.” In a letter of August 15, 1950, to Senator 
McKellar, the Director of Retirement Claims explained the status of the case 
and stated that the additional medical evidence did not warrant a change in the 
previous decision that Mr. Loyd was not shown to be disabled to the extent re- 
quired by the act. 

On July 14, 1953, Mr. Ward Hudgins, attorney-at-law, Nashville, Tenn., re- 
quested information as to the procedure to be followed in reopening Mr. Loyd’s 
claim. Mr. Loyd was informed by the Director of Retirement Claims, in a letter 
of July 31, 1953, that if he wished to submit additional medical evidence re- 
garding his physical and mental condition, his claim would again be reviewed to 
determine whether he was entitled to an annuity. Mr. Loyd stated in a letter 
of November 20, 1953, that Mr. Hudgins was no longer handling his claim and 
that Mrs. Edythe Whitley would thereafter act as his representative before 
the Board, and that she would forward additional evidence as soon as it could 
be procured. 

Mrs. Whitley, on November 25, 1953, submitted statements by Drs. J. Thomas 
Bryan, J. T. Whitfield, Henry B. Brackin, and Louis Rosenfeld. Dr. Bryan 
stated that he had examined Mr. Loyd on August 18, 1953, and that he had 
chronic sinusitis, left antrum, and a draining fistula in the lower right jaw. 
He expressed the opinion that the tatter condition was “chronic osteomyelitis 
of mandible.” 

Dr. Whitfield’s report contained diagnoses of “(1) Essential hypertension with 
a fixed neurosis; (2) chronic sinus of right chin probably associated with an old 
tooth root: (3) eoceyalgia [pain in the coeceyx]; (4) drug rash.” He described 
Mr. Loyd as “well developed and nourished * * * apparently nervous but co- 
operative,” and stated that his temperature was 99°, his pulse rate 108, his 
respiratory rate 18, his blood pressure 180 systolic and 110 diastolic, and his 
weight 164 pounds; that the pupilary reflexes were normal, but the deep reflexes 
were hyperactive; that there was tenderness to pressure along the sacral coc- 
eygeal junction; and that there was a rash on his back, along the waistline, and 
on the lower legs, and a draining sinus along the right mandible. He stated 
that the sinus condition and the drug rash could be relieved; that coceyalzia is 
usuaily a permanent affliction; and that in his opinion “this patient is not suit- 
able for a responsible job, because of a fixed neurosis with hypertension.” 

Dr. Brackin said that he made a complete neuropsychriatric examination of 
Mr. Loyd on November 17, 1953, and that the findings were approximately the 
same as on previous occasions when he had examined him; that he had been 
unable to find any organic disease: and that— 

“Neurological examination revealed that his deep reflexes were markedly ex- 
aggerated. He has marked tremor of extended fingers and hands when asked to 
do the finger to finger test. It was almost impossible because of his extreme 
tremor. He has severe pain on pressure over the left ilium and left side of 
sacral [sic]. 

“Tt is my opinion that this patient is suffering from a mixed type of psycho- 
neurosis, anxiety and hysteria, I am doubtful whether he can hold a job of any 
kind, as he has tried numerous jobs and has been unable to hold any of them.” 

Dr. Rosenfeld certified that Mr. Loyd had a “chronic draining sinus in his 
right cheek, over the lower jawbone, and needs an excision of said sinus both 
for diagnosis as to its cause; and also for treatment.” 

It was decided by the Bureau of Retirement Claims, in view of the fact that 
conditions not previously reported were mentioned in these statements, that 
Mr. Loyd should again be hospitalized for a complete general physical examina- 
tion, including urinalysis; a complete orthopedic examination; a psychiatric 
examination; and a neurological examination. Authority for a 5-day period of 
hospitalization was issued to the Manager of the Veterans’ Administration Hos- 
pital, Nashville, Tenn., on December 4, 1953, and Mrs. Whitley was notified ac- 
cordingly on the same date. Mr. Loyd entered the hospital on January 11, 1954, 
and on January 13, 1954, the hospital wired to the Bureau of Retirement Claims 
for authority to extend the period of hospitalization for 7 additional days, in 
order to complete the examinations requested, and such authority was granted the 
same day. 

The assistant registrar at the Veterans’ Administration hospital informed 
the Board on January 21, 1954 that Mr. Loyd left the hospital against medical 
advice, on January 15, 1954, before completion of the examinations ordered by the 
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Board. A report covering the examinations made up to the time Mr. Loyd left 
the hospital was enclosed. That report showed that Mr. Loyd complained of 
constant headache, more severe in the frontal region and in the muscles of the 
neck, for the past 18 years; of a draining sinus in the lower jaw for the past 
5 years; of soreness at the end of his spine, and aching of the left hip since 
1943; of a postnasal drip; and of nervousness, difficulty in concentrating, and 
insomnia. The surgical consultant who examined Mr. Loyd’s jaw reported a 
pit the size of a pea, with granulation tissue at the bottom, over the right man- 
dible at the base of the alveolar ridge, from which no drainage could be ex- 
pressed; he stated this might be “chronic osteomyelitis from tooth extraction” 
and advised X-rays of the mandible and a dental consultation. These were or- 
dered, but Mr. Loyd signed out of the hospital before they were obtained. A 
neuropsychiatric examination was made, and it was the consultant’s opinion 
that he had a conversion reaction with some anxiety features. He was 
also seen by the neurological consultant, who found no evidence of neurological 
disease. Skull films were taken but were not reported at the time Mr. Loyd left 
the hospital. A lumbar puncture and an electroencephalogram* were refused 
by him. The report of the physical examination showed that Mr. Loyd was a 
“well-developed and well-nourished man, who does not appear ill”; that his 
blood pressure was 140 systolic and 80 diastolic; that he had a maculo-papular 
rash, which he attributed to nervousness, across the lower end of the thorax; and 
that examination of the head, eyes, ears, nose, mouth, neck, lungs, heart, abdomen, 
genitourinary system, and extremities revealed no abnormalities. Laboratory 
examinations were essentially negative. 

The Bureau of Retirement Claims, after careful consideration of all the evi- 
dence of record, informed Mr. Loyd in a letter dated February 19, 1954, that 
such evidence did not show that his permanent physical or mental condition was 
such as to disable him for work in his regular occupation as a machinist helper 
or for any regular employment. 

In her statement, Mrs. Whitley said that after the denial of Mr. Loyd’s claim 
by the Board, he had— 

“* * * against his doctor’s advice, reported for work on his regular job, 
to be denied. He was sent to the company doctor, who after examination 
advised the company, that the employee was unfit for service. The com- 
panv refused to allow him to return to his job. * * * This man has been 
unable to engage in any kind of labor * * * although he has made several 
efforts at work.” 

Upon further investigation with the Nashville, Chattanooga, and St. Louis 
Railway Co., the Bureau of Retirement Claims was informed that Mr. Loyd 
was granted leave of absence due to illness on May 13, 1946; that he never 
returned to work; that he was never examined by a medical officer of the 
railway: and that the railway had no record of a medical report on him and 
had never disqualified him. 

As to Mrs. Whitley’s allegation that Mr. Loyd has not been able to work, 
a report received from the Social Security Administration shows that in 1952 
his earnings from employment covered by the Social Security Act were nearly 
$1,500. 

Mrs. Whitley also mentioned in her statement the fact that Mr. Loyd “paid 
into the railroad fund as provided under the Railroad Act,” and questioned 
the Board’s “right * * * to reject this man and hold his tax money which 
he paid in.” According to the Board’s records of his taxable compensation, 
Mr. Loyd has paid in taxes $335.80. Mr. Loyd will, of course, become eligible 
for an annuity upon attainment of age 65—or before that age, if he is found 
to satisfy the requirements of the law for the award of a disability annuity. 

Inasmuch as the letter of February 19, 1954, constitutes a new decision by 
the Bureau of Retirement Claims, Mr. Loyd may again exercise his appellate 
rights, if he so desires. In the event he does so, it is suggested that he furnish 
a statement over his signature ir regard to the work he has performed outside 
the railroad industry. This statement should include the names and addresses 
of each of his employers, the amount of his earnings on a monthly basis, a 
description of his duties, and the dates of each period of employment. 

Sincerely yours, 





F. C. Squire, Acting Chairman, 





1 Tracing on an instrument for recording electrical fluctuations of the brain. Experi- 
ments show a direct connection between the brain records and intelligence of the subjects 
tested. 
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TENNESSEE RAILROAD PENSIONERS, 
Nashville, Tenn., February 27, 1954. 
Hon. Dwieut GRISWOLD, 
United States Senate, Washington, D. C. 


Dear SENATOR GRISWOLD: I have before me a copy of a letter dated February 25, 
1954, addressed to you from Mr. F. C. Squire, Acting Chairman of the Railroad 
Retirement Board, Chicago, Ill., in which he comments on the case of Mr. Lil- 
bern Loyd, which I used as an example in the recent hearings of the Committee 
on Labor and Public Welfare on railroad retirement. 

It seems Mr. Squire is somewhat concerned over the fact that I brought this 
case to the attention of the committee, and seeks to clear the Retirement Board 
of any mishandling of the claim. 

Since he has requested his statement to be made a part of the record, I feel 
that we, too, have the right to go beyond the outline presented in the hearings; 
therefore, I herewith submit a copy of the full brief with amendments, giving 
the details of the Loyd case. I request that if Mr. Squire’s letter is made a 
part of the record, that in justice to Mr. Loyd, the facts as I have them from 
Mr. Loyd and those of documentary evidence be also made a part of the record. 

Unfortunately, Mr. Squire does not appear to know the full details and is 
laboring under the impression that the railroad company did not disqualify 
Mr. Loyd. Mr. Squire is evidently confused in some of his statements. I shall 
number them 1, 2, 3, etc., and give a clear picture of each. 

No 1. A copy of the order from the Railroad Retirement Board, December 4, 
1953, reads thus: “Arrangements have been made to have you hospitalized for a 
period of 5 days, during which time the examination required will be conducted.” 
There is not a single word or sentence in the order signed by Mr. La Motte, Direc- 
tor of Claims, which calls for “a complete orthopedic examination; a psychiatric 
examination; and a neurological examination” as stated by Mr. Squire. 

No. 2. Mr. Loyd was not consulted or notified as to his willingness, by the Re- 
tirement Board, of any extension of time he should remain in the Veteran’s 
Administration hospital, January 13, 1954. He knew, officially, nothing of such 
a request or order, requiring a 7-day extension, until he went to check out of the 
hospital. It was certainly an obligation of the Retirement Board to notify him 
of any such action on the part of the Board. 

No. 3. Mr. Loyd did not leave the veteran’s hospital until the fifth day, which 
complied with the official order he possessed as the length of time he would 
be required to remain there. The Retirement Board had no authority to require 
Mr. Loyd to undergo a more rigid examination than is provided in the Railroad 
Retirement Act of 1937. 

Since Mr. Loyd was not a veteran, the veteran’s hospital had no authority 
to give an examination beyond the requirements of what Mr. Loyd’s official 
order from the Retirement Board indicated. Mr. Loyd’s order from the Re- 
tirement Board should have been identical with that submitted to the veteran’s 
hospital. 

No. 4. Apparently there was no record of the hemorrhage, which Mr. Loyd 
had while in the hospital, entered in the patient’s chart (see brief for details). 

No. 5. Mr. Squire is in error at this point—Mr. Loyd tells me that following— 

That on or about July 24, 1950, he was sent to Dr. Eve with a letter from Mr. 
3urton, master mechanic. Mr. Darden being out of town. Mr. Burton was 
in charge. When Mr. Loyd went to Dr. Eve and was told by Dr. Eve’s nurse 
that he would have to have a letter from Dr. Brackin. Dr. Brackin sent Dr. 
Eve the necessary letter. Dr. Brackin was paid for his service by the railroad 
company or retirement board, not sure which. Dr. Eve’s nurse advised Mr. 
Loyd that Dr. Eve should not allow him to return to work until Dr. Brackin’s 
letter of disability had been withdrawn. Dr. Brackin made a second exam- 
ination and wrote Dr. Eve the result. Dr. Brackin’s files on Mr. Loyd’s case 
will so show. 

Mr. Burton gave the required letter to Mr. Loyd who in turn delivered it to 
Dr. Eve’s office. Dr. Eve then examined Mr. Loyd. It was after this that 
Mr. Loyd was rejected by Mr. Burton and not permitted to return to his job. 

Later Mr. Loyd was again sent to Dr. Eve for examination. He was fur- 
nished another letter to Dr. Eve. Dr. Eve informed him that he was helping 
him get a pension. Dr. Eve sent the patient to Vanderbilt Hospital to get a 
copy of their record. Vanderbilt Hospital refused to comply with Mr. Loyd’s 
request. Dr. Eve could have obtained the Vanderbilt Hospital record, but 
hospital rules prevent a patient from obtaining such records. 
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No. 6. A copy of the brief filed with the Railroad Retirement Board hereto 
attached, gives item by item every job that Mr. Loyd has attempted to hold 
and shows the names of the concerns, each in detail. It also shows where he 
made the $1,500 and under what circumstances. The records listed are in my 
possession at this time. 

Permit me to also call attention to Mr. Squire’s statement that “Mr. Loyd did 
not exercise his right to a judicial review of the Board’s decision within 1 year 
after it was communicated to him, as provided for in section 11 of the act.” 

I call attention to these facts: 

1. Application for disability annuity November 20, 1946, rejected. 

2. July 7, Mr. Loyd advised Mr. R. W. Clark, master mechanic, he was apply- 
ing for annuity, upon doctor’s advice. 

3. Retirement Board was slow acting in the case. Letter from Retirement 
Board July 15, 1947. 

4. Letter of John W. Callender, December 8, 1947. 

5. May 28, 1948, decision of appeals council. 

Mr. Loyd has from time to time since the Board’s decision made effort to 
clear the case. 

6. Letter August 5, 1950, Senator McKellar. 

7. Letter July 14, 1953, Mr. Ward Hudgins, and on July 31, 1958, letter from 
Retirement Board reopening the case. 

8. Letter from Mr. Loyd to Railroad Retirement Board, November 20, 1953, 
advising the Railroad Retirement Board the case had been placed in the hands 
of the Tennessee Railroad Pensioners and Mrs. Edythe Whitley. 

9. November 25, 1953, Edythe Whitley, of Tennessee Railroad Pensioners, 
filed brief in the case and statements of four physicians of recent date. 

10. Brief of case delivered Congressman J. Percy Priest. 

11. February 16, 1953, case used as an example in Senate subcommittee hear- 
ings (given in brief outline). 

2. February 19, 1953, Retirement Board rejects claim. 

13. February 25, 1953, Mr. Squire’s letter to Senate subcommittee (Senator 
Griswold). 

Mr. Loyd has continued work on his case since he became disabled for work 
to the present time. 

Mr. Loyd feels that this case has been mishandled by the Railroad Retirement 
Board and is sufficient evidence to merit a thorough and complete investigation 
of the handling of claims by the Railroad Retirement Board. 

Be it remembered that the first time Mr. Loyd was examined by Dr. H. B. 
Brackin, it was by order of the Railroad Retirement Board, who refused to 
consider the report of their own physician. 

The attached information should be sufficient for any committee to understand 
the situation; however, if there is anything more which the committee wishes 
to know, I will gladly give such as I know and such as Mr. Loyd has or knows, 
to clear the matter. 

Sincerely, 
EpYTHE WHITLEY, 
Secretary-Treasurer. 


TENNESSEE RAILROAD PENSIONERS, 
Nashville, Tenn., February 24, 1954. 
Hon. J. Percy PRIest, 
House Office Building, Washington, D. C. 


Dear Mr. Prigst: Attached you will find a copy of a letter from Mr. Robert H. 
La Motte, Director of Claims, Railroad Retirement Board, regarding Mr. Loyd’s 
case, which was awaiting me on my return home from your city. 

I left a notation with Mr. Harris relative to what Mr. Harper said to me 
while in Washington about this case. Mr. Harper is on the Retirement Board. 
He approached me on this case and stated that he was going to take it up 
as soon as he returned to Chicago, and would write me. This was, I believe, 
on February 18. He also stated that he was sorry that I used this case in 
my testimony before the Senate subcommittee, as it made it look bad for the 
Retirement Board. He further stated that he was going to suggest that the 
Retirement Board select a doctor and that you select one (he said me, but I 
told him that I had turned the case over to you), and see if something could 
not be worked out. He went on to say that he was only one member of the 
Board, but that he was going to suggest it to the Board. I told him that 
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it would be welcomed by us and that I felt sure you would concur in the matter; 
however, you would have to be consulted for confirmation. 

The attached letter was written on February 19, which I believe was before 
Mr. Harper could have contacted Mr. La Motte after talking with me. 

I have discussed the matter with Mr. Loyd, who has advised that we proceed 
in any way you think proper. 

I think this case is one that we should certainly go into deeply. It certainly 
is a test case. 

Thanking you for past favors, 

Sincerely, 
EDYTHE WHITLEY. 


TENNESSEE RAILROAD PENSIONERS, 
Nashville, Tenn., November 15, 1953. 
Mr. Rosert H. La Morte, 
Director of Claims, Railroad Retirement Board, 
Chicago, Ill. 

Dear Mr. La Morte: I herewith submit a brief on the case of Mr. Lilbern Loyd, 
for disability annuity, which was rejected when application was filed. It is self- 
exlpanatory. 

Kindly review this case and advise the results, as soon as possible. 

Copies of the brief have been made to file with Senator Albert Gore, and Con- 
gressman J. Percy Priest, but will be held 30 days pending your report, which I 
trust will be received within that time. 

This is an indigent case and should be given precedent. 

Sincerely, 
EpYTHE WHITLEY, 
Secretary-Treasurer. 
Tennessee Railroad Pensioners, Nashville, Tenn. 


To: Claims Department, the Railroad Retirement Board, Chicago, Il. 

Re R. R. B. No. A-305859. Lilbern Loyd—Disability. Social Security No, 704—- 
09-7821 Nashville, Tenn. Application for disability filed Nov. 20, 1946. 
Annuity rejected Oct. 12, 1949. Letter, reopened, July 31, 1953. 

I quote from the action of the Board of Claims: “At a meeting of the Railroad 
Retirement Board held on October 12, 1949, the Board adopted the following 
statement, finding of facts, discussion, and decision in the claim of Lilbern Loyd, 
hereinafter called appellant. Each member of the Board signing this decision 
reported that he had examined the record in the claim of appellant and had con- 
sidered the evidence and arguments contained therein,” ete. 

“Upon consideration of all the evidence of record, the Board finds that appel- 
lant’s permanent physical or mental condition is not such as to be disabling for 
work in his regular occupation as machinist helper or for any regular employ- 
ment; accordingly, appellant is not eligible for an annuity. The decision of the 
appeals council is sustained.” 

The complete report was signed by “W. J. Kennedy, Chairman, EB. C. Squire, 
member.” No other signatures are shown affixed thereto. 

I quote from a letter dated December 8, 1947, signed by John W. Callender, 
Director of Retirement Claims : 

“This Bureau will consider any additional medical evidence you wish to sub- 
mit without your filing an appeal,” etc. “This communication should not be con- 
strued as advancing the date on which your right of appeal expires as was ex- 
plained to you in our letter of July 15, 1947.” 

On May 28, 1948, the decision of the Appeals Council was reported: “Conclu- 
sion—the decision of the Bureau of Retirement claims is sustained.” 

On July 31, 1953, in a letter signed by the Director of Retirement Claims, 
Robert H. La Motte, which reads in part: 

“If you believe that your physical and mental condition is such that you are 
permanently unable to engage in regular employment you may if you wish, sub- 
mit medical evidence which you believe will show your true physical and mental 
condition. This information may be submitted at any time, however, it must be 
submitted at.no.expense to the Board. 

“Upon receipt of such information we will review your claim and determine 
whether or not you are entitled to an annuity.” 

Due to the lack of funds necessary to engage an attorney, purchase X-rays and 
pay doctors, appellant turned the case over to the Tennessee Railroad Pensioners 
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on November 19, 1953, which organization operates without charge for services 
rendered. 

On November 20, 1953, Mr. Loyd, the appellant, signed a letter authorizing the 
secretary-treasurer, Mrs. Edythe Whitley, to handle his claim. This letter was 
sent to the Railroad Retirement Board, 844 Rush Street, Chicago, Ill. 

It is upon this authorization, this statement with evidence attached is sub- 
mitted to the Railroad Retirement Board, 844 Rush Street, Chicago, Ill. It is 
requested that appellant’s claim be given a complete review and that the deci- 
sion be submitted to Mrs. Edythe Whitley, secretary-treasurer of the Tennes- 
see Railroad Pensioners, whose address is 2710 Belmont Boulevard, Nashville, 
Tenn 

CLAIMED BY APPELLANT 


1. That the decision of the Railroad Retirement Board October 12, 1949, was in 
error as to the causes and degree of disability of appellant. 

2. That Dr. Clarence Thomas in his report did not cover the actual condition 
of appellant—the causes—the effort—the possibilities of a more serious condi- 
tion and its rapid progress. 

3. That proper consideration was not given to the report of Dr. H. B. Brackin, 
of May 13, 1949, which was ordered by the Railroad Retirement Board. 

4. That while in the Veterans’ Administration hospital at Murfreesboro, Tenn., 
for 5 days, ordered by the Railroad Retirement Board, the examination for 5 
days, was apparently incomplete in regard the ailments of appellant; that the 
extent of appellant’s condition was not shown in the report; that at the time 
appellant was in the hospital for observation he was suffering from a sinus con- 
dition which became more serious within 2 weeks from the time he was released. 

5. That less than 2 weeks after leaving the veterans’ hospital at Murfreesboro, 
Tenn., appellant’s jaw bursted and has drained frequently outwardly since that 
time and that said jaw drains continuously inwardly. 

6. That appellant has had his teeth extracted, which leaves no possibility of 
cause of his condition from that source. 

7. That appellant has endeavored to engage in several types of employment, 
but has heen unable to do so, which will be shown herein. 

8. That appellant removed from his home in Tennessee, to California, Arizona 
New Mexico, and Florida, in an effort to find a climate which would render him 
physically able for work. 

9. That appellant has tried to engage in gainful employment but was unahle 
to do so, each time being taken ill, and either had to quit his job, or was ro 
leased from same by his employer. 

10. That appellant is destitute and needs medical attention at this time. 

11. That four reputable physicians have examined appellant within the last 
12 months, a statement from each herewith attached as evidence. 

12. That Dr. Bruce P’Pool, of Nashville, Tenn., has within the past 12 months 
had X-rays made of appellant, which X-rays are not herewith submitted on ac- 
count of appellant's financial situation, being unable to pay for same. 


APPELLANT’S RAILROAD SERVICE 


In the application and claim for disability annuity regarding service with the 
railroad, as required under the Railroad Retirement Act of 19387, there was no 
question; however, there are a few items which should be brought to your at- 
tention at this time in order to clear the record and any question which might 
arise in consideration of this claim and appellant’s service connection at the 
time of application. 

The railroad files should show that they were notified from time to time that 
appellant was unable to engage in employment on appellant’s regular job due 
to illness. 

On October 8, 1946, R. W. Clark, master mechanic of the Nashville, Chatta- 
nooga & St. Louis Railway, wrote Mr. Loyd— 

“You were granted a 90-day sick leave on May 13, 1946, which expired August 
13, 1946, and we have heard nothing from you. 

“This is to advise you that unless you report for work within 10 days from 
date of this letter, it will be necessary to remove your name from the seniority 
roster and write you out of service.” 

Appellant, on June 7, 1947, wrote Mr. Clark— 

“My ailment is a chronic disease and I am not any better, if anything am worse. 
And I have filed petition for pension on November 20, 1946,” ete., ete. “I was 
examined on May 30, 1947, by Dr. Clarence 8. Thomas.” 
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July 3, 1947, R. W. Clark, master mechanic of the Nashville, Chattanooga & 
St. Louis Railway, wrote Mr. Loyd— 

“On October 17, 1946, you came to the office with a letter from Dr. J. H. Solo- 
mon advising you were still unable to work. 

“We have heard nothing from you since that time and will thank you to advise 
why you haven't come to work and when you intend to do so.” 

On July 11, 1947, a letter signed by R. W. Clark, master mechanic of the Nash- 
ville, Chattanooga & St. Louis Railway, to Mr. Loyd— 

“Referring to your letter of July 7, advising that you had made application 
for pension. 

“Inasmuch as you have made application for Government annuity, we will 
hold this matter in abeyance pending outcome; however, you should keep us 
advised as to what disposition is finally made of your claim.” 

In the report of the Railroad Retirement Board, October 12, 1949, I quote— 

“There is no question that appellant has a ‘current connection with the rail- 
road industry’ and at least 20 years of creditable service,” etc., ete. 

After appellant was denied disability annuity, although unable to do so, ap- 
pellant attempted to return to his regular work at the railroad (had not worked 
elsewhere during the off time as he was physically unable to do any work). 
The railroad company denied appellant to return to his job telling him he was 
physically unfit for work on his regular employment. 

Appellant did everything within the limits of his power to return to his regu- 
lar job as machinist helper, but the railroad company refused to allow appellant 
to work at his old job or any other railroad work, because of physical disability. 
But the railroad company did not send him to Doctor Eve, the regular company 
doctor. Appellant was told that was not necessary as they knew or had the 
reports of the examinations of the Railroad Retirement Board. 

During the early years of appellant’s railroad service he was injured in the 
back while on duty, from which he was thought to recover. At a later time 
appellant was taken with lead poison on the job, having been exposed in line of 
duty to such an ailment. 

During World War II, appellant frequently was required to work long hours, 
overtime, double shift (even when he was spitting blood), at which times his 
superior was aware of his condition. On several of these occasions appellant 
stood it as long as he could endure the agony, and was forced to advise his 
superior that he could not work another minute, on account of great suffering of 
pain, and spitting of blood. Appellant was fully aware of his unfit physical 
condition at these times, but wishing to comply with the demands of his job, and 
with the war effort, forced himself to continue until he could no longer go. 

The work of a machinist helper is not easy. It requires great physical strength 
and endurance. 

Appellant, until physically unable to do so, was a steady, hard-working man. 
He had a limited education. All he knew was his job as machinist helper. 

In order to perform the duties required on his job it was often necessary for 
him to work in wet pits and under other conditions injurious to health, which 
aggravated his condition causing it to become gradually worse as time passed. 

In the Railroad Retirement Board’s report of October 12, 1949, which was 
rejected, under “discussion” in paragraph 1: 

“There is no indication that he was disqualified by the railway because of his 
physical or mental condition.” 

When the appellant attempted to return to his railroad job and was denied 
or not allowed to do so, it was the duty of the railroad company to notify the 
Railroad Retirement Board that due to physical disability they could not allow 
appellant to return to work. So far as appellant has been able to learn, this was 
not done. The burden of doubt here falls upon the railroad company and not 
upon appellant, as he did not have the authority to make such report to the Retire- 
ment Board. It was also the responsibility of the Railroad Retirement Board 
who had collected appellant’s money over a 10-year period to cover the security 
provided under the Railroad Retirement Act as passed in 1937 and thereafter 
amended. 

The railroad company and the Railroad Retirement Board records should show 
that appellant paid into the Railroad Retirement fund from the passage of the 
Railroad Retirement Act, 1937. 

The Railroad Retirement Board records will show that appellant has never 
received sick benefit, annuity, disability, lump sum or any other moneys provided 
by the Railroad Retirement Act, although he paid into that fund for every day 
he worked for a period of 10 years or more. 
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We wish it to be made clear that appellant offered to resume work after the 
Retirement Board rules that he was not disabled for work, even though appel- 
lant’s physicians as well as himself knew that his condition was such as to 
render him unable to work. 

We show there that both the railroad company and the Railroad Retirement 
Board erred in their action in the case of the appellant. 


MEDICAL REPORT 


1. Appellant had a nervous breakdown in 1936 and was in the hospital as the 
Vanderbilt Hospital, Nashville, Tenn., will show—the hospital records are not 
available as there is some kind of a rule prohibiting examination of case files. 
It is thought, however, that a report of the case may be in the Railroad Retire- 
ment files. 

2. In 1939 appellant had lead poison contracted while at work. Dr. Lew 
Wallace, M. D., report, August 23, 1939, already a part of the file of the Railroad 
Retirement Board. 

3. Several other statements have been filed with the Railroad Retirement 
Board previous to rejection of his claim for disability annuity. 

4. Appellant consented to all physical examinations requested by the Railroad 
Retirement Board, which included a 5-day observation and examination in the 
Veterans’ Administration Hospital, Murfreesboro, Tenn.; Dr. Clarence S. 
Thomas, of Nashville, Tenn., examination in May 1947, and examination of Dr. 
H. B. Brackin in May 1949. 

5. Less than 2 weeks after leaving the above-mentioned Veterans’ Hospital, 
appellant’s job (sic) bursted, which until this day continues to drain both 
inwardly and outwardly. 

6. Appellant removed to California, New Mexico, Arizona, and Florida, in an 
effort to find a climate suitable for his condition where he could work and earn 
a living. 

7. November 25, 1947, the report of the Gordon Hospital signed by Dr. J. T. 
Gordon, which has already been filed with the Railroad Retirement Board. 
Also X-rays and letter from Dr. Gordon February 3, 1948. X-ray No. 
1125471464. 

8. Letter, May 5, 1949, from Dr. H. B. Brackin, of Nashville, to the Railroad 
Retirement Board, showing result of examination of appellant. 

9. I now and herewith attached submit letters from four reputable physicians 
regarding appellant’s present condition, viz: 

July 2, 1953, Louis Rosenfield, M. D., Nashville, Tenn. 

August 18, 1953, Dr. J. Thomas Bryan, M. D., Nashville, Tenn. 

September 2, 1953, Dr. Joe T. Whitfield, M. D., Nashville, Tenn. 

November 17, 1953, Dr. H. B. Brackin, M. D., Nashville, Tenn. 

10. You are also referred to the records of— 

(a) Vanderbilt Hospital, Nashville, Tenn. 

(b) Madison Sanatorium, Madison, Tenn. 

(c) Dr. Bruce P’Pool, X-ray reports, Nashville, Tenn. 

All the above reports show that appellant has ailments of chronic nature, 
with the possible exception of some of those obtained by the Railroad Retirement 
Board, which I do not have copies of. All show that appellant has a combination 
of ailments. All reports indicate the inability of working on or at his regular 
trade as machinist helper, at the time he made application for disability annuity, 
and that his condition has not been better since that time but worse. 

According to a list of disability standards furnished appellant March 17, 
1949, which had been applied by the Bureau of Railroad Retirement Claims 
and the appeals council, attention is called to the following: 

(a) Page 23, family group No. 11, bones and joints—No. 23 osteomyelitis, 
acute, subacute, or chronic. 

Note.—Dr. J. Thomas Bryan’s report, August 18, 1953, herewith submitted 

(b) Page 29, family group 11, general medical conditions (systemic diseases 
not other classified). No. 9. Other general medical conditions. 

(c) All others, page 30, No. 23. Combination of three or more chronic condi- 
tions, which individually are not disqualifying, but which when together cause 
general and/or mental deterioration. 

Page 32. Brain and nervous diseases—disqualifying criteria * * * No. 9. 


Moderately severe inability to adjust to reality. No. 18. Moderately severe 
neurasthenia or hysteria, etc. 
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According to Webster’s dictionary—osteomyelitis of mandible—broken down 
is: Osteomyelitis—inflamtion of both bone and marrow. Mandible—the jaw; 
the under jaw. 

EMPLOYMENT OTHER THAN RAILROAD 


I here offer to show that appellant has endeavored numerous times to work 
at various types of employment, which he found impossible due to physical 
condition. 

Appellant had no other employment outside of railroad, until he was denied 
by the railroad company to work after his claim had been rejected. 

Appellant had saved his money and owned his home. Since refused to be 
allowed to work at his trade as machinist helper with the railroad company, 
appellant has spent everything he had trying to regain his health. He tried a 
change of climate, which rendered no relief. Appellant has been reduced to a 
destitute circumstance. Appellant has but little education and no trade except 
that in which he engaged with the railroad company. 

Appellant is now destitute, living from pillar to post, wherever he can find 
a good Samaritan; clothed by his brother and son; fed by friends; and admin- 
istered when suffering by any helping hand available. 

Since being refused or allowed to work at his trade and regular job with the 
railroad, appellant has earned a total of $1,600 covering the period from Novem- 
ber 1947 to the present time. 

We propose to show below the efforts made by appellant to engage in gainful 
employment extended over some length of time; each effort resulting in the 
same sickness, because of which appellant was either dismissed or was forced 
to quit the job. 

1. National Steel & Shipbuilding Corp., San Diego, Calif. Release for final 
payroll. Check—date May 16, 1952—Employee’s badge No. 4046-7. Employed 
as “O. S. Machinists helper.’”” Employment for the above-mentioned employee is 
hereby terminated for the following reason “Sickness.” Signed by “Lowe,” 
storeroom clerk. Signed “Major McMillian,” job or shop foreman. Signed 
“Arthur (can’t read),”’ department manager, and signed ‘Eden Boughton,” 
personnel officer. 

I have in my possession also the withholding statement 1952 showing FICA 
$0.42; wages $27.89. Income tax $0.50. 

2. Langley Corp., 660 Second Avenue and G Street, San Diego, Calif. Service 
record. 

This will certify that the above named was in the employ of this corporation 
as shown below: 

In date: June 3, 1952. 

Classification: Drill press operator “A.” 

Out date: June 25, 1952. 

Final wage rate: $1.50 per hour. 

Reason for leaving: Resigned of own accord. 

Signed: Langley Corp., C. G. Stenger, factory superintendent. 

Also have in my possession withholding statement 1952, showing FICA $3.01; 
wages $200.85. Federal income $19.37. 

3. Theatrical Enterprises Corp., 321 South Beverly Drive, Beverly Hills, Calif. 
Withholding statement 1952. Slip marked No. 95-1291785. No date shown, 
shows FICA $0.16. Total wages paid 1952, $10.38. Federal income tax with- 
held $0.50. 

4. Rohr Aircraft Corp., Chula Vista, Calif. Withholding statement 1952— 
FICA $0.30. Wages $20.32. Federal tax $1.50. 

5. F. & G. Tool & Engineering, 1505 Cleveland Avenue, National City, Calif. 
Withholding statement 1952 shows FICA $1.57. Wages $38. Federal income, 
none. 

I also hold the stub of check marked “In full” $37.05. 

6. California General, Inc., Post Office Box 565, Chula Vista, Calif. Withhold- 
ing statement, 1952, which shows FICA $5.08. Wages $334.88. Federal income 
$51.10. 

7. Service All Manufacturing Co., Inc., 310 J Street, Chula Vista, Calif. I 
hold 11 stubs for checks and a withholding statement 1952 which shows FICA 
$12.08. Wages $803.75. Federal income $107.30. 

I wish to also call attention to the fact that appellant informed the company 
of his physical condition when he was employed and was employed with the 
understanding that he might not be able to hold up under regular work. With 
this understanding, having to be absent from time to time due to sickness, ap- 
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pellant managed to draw 11 paychecks, during the seventh, eighth, and ninth 
months of 1952 during which time he lost considerable time, but eventually was 
forced to give up the battle of trying to continue due to sickness. 

8. Duvall Co., in California (no address on the stub I hold) shows appellant 
worked 8 hours, wages $12.30 the period ending January 26, 1953. 

Before leaving California, appellant was forced to apply to the welfare for 
aid, but since he had not been in that State the required time it was denied. 

Appellant was told in California that his condition was such that he was unfit 
for any kind of work and that he should get to someone who could take care of 
him immediately. He was advised to return to his relatives in Tennessee, as 
he could not work at any kind of employment, and not to lose any time in getting 
to someone who could look after him. 

Appellant appealed for aid to his brother, and other members of his family 
connection, who furnished him with sufficient funds to return to Tennessee, 
where he has been ever since. 

Appellant desires to state only honest and honorable facts in his case. He 
does not desire to misrepresent the facts in any way. He desires only what he 
feels he is due under the Railroad Retirement Act, as governed by law, and into 
which he paid tax to secure him should be become disabled for work on the regu- 
lar job and trade in which he was engaged most of his life. He does not seek 
charity from the Railroad Retirement Board, he only seeks his just rights as a 
railroad worker with credited service as set out in the Railroad Retirement Act. 


MARITAL STATUS 


There are some items shown in the Railroad Retirement Board’s report of 
October 12, 1949, which should be cleared. The report states appellant has 
been married five times. This is correct in a measure, however, appellant has 
had only three wives, viz: 

1. First wife died. 

2. Appellant filed for divorce from wife No. 2 on the grounds that she was 
unfaithful. 

3. Appellant remarried his No. 2 wife, giving her a second chance. It was 
soon found that wife No. 2 was still unfaithful and appellant found it necessary 
to divorcee her on the same grounds as the first divorce. 

4. Appellant was single for 5 or 6 years, exact length of time he does not 
remember in his physical and mental condition. He then married his third wife. 
After several years with this wife, appellant became ill. About the time his 
health failed his wife was going through an unrestful period in her life provided 
by nature. She was highly nervous and suffering as all women do at such times 
and age. Finances were dwindling. He was unable to work. Wife Ne. 3 
divorced appellant, whose nervous and physical condition could not cope with 
the age and condiiton of his wife at that time. A divorce was granted wife No. 3. 

5. Wife No. 3 overcoming her nervous conditions and becoming adjusted to her 
age and changes of a normal woman, realized the physical condition of her 
exhusband ; and, realized that appellant needed someone to care for him in his 
condition. Wife No. 3 remarried appellant. Mrs. Lloyd obtained employment 
at the Werthan Bag Factory, Nashville, Tenn., in an effort to support herself 
and her husband. After a few months her health broke down and being without 
funds went to the home of her son (by former marriage) in Spartanburg, S. C., 
where she is at present temporarily. Appellant and wife No. 3 are not divorced 
or separated on account of any domestic difficulties, but by necessity caused by 
the unfortunate circumstances outlined herein, neither being able to support the 
other. 

CONCLUSION 


Appellant files at this time, for a rehearing on his case seeking disability 
annuity under the Railroad Retirement Act, section 2 (a) 4 and 2 (a) 5 (see. 
205, Public Law 572, 79th Cong.) which became effective January 1, 1947 (sec. 
402, Public Law 572, supra). 

Section 2 (a) 4 provides annuities for otherwise qualified “individuals” hav- 
ing a current connection with the railroad industry, and whose permanent 
physical or mental condition is such as to be disabling for work in their regular 
occupation, and who (i) will have completed 20 years of service * * *. The 
Board, with the cooperation of employers and employees, shall secure the estab- 
lishment of standards determining the physical and mental conditions which 
permanently disqualify employees for work in the several occupations in the 
railroad industry, and the Board, employers, and employees shall cooperate in 
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the promotion of the greatest practicable degree of uniformity in the standards 
applied by the several employers. An individual’s condition shall be deemed to 
be disabling for work in his regular occupation if he will have been disqualified 
by his employer because of disability for service in his regular occupation in ac- 
cordance with the applicable standards so established: if the employee will not 
have been so disqualified by his employer, the Board shall determine whether his 
condition is disabling for work in his regular occupation in accordance with 
the standards generally established; and, if the employee’s regular occupation is 
not one with respect to which standards will have been established, the standards 
relating to a reasonably comparable occupation shall be used. If there is no 
such comparable occupation, the Board shall determine whether the employee's 
condition is disabling for work in his regular occupation by determining whether 
under the practice generally prevailing in industries in which such occupation 
exists such condition is a permanent disqualification for work in such occupa- 
tion. For the purposes of this section, an employee’s ‘regular occupation’ shall 
be deemed to be the occupation in which he will have been engaged in more 
calendar months than the calendar months in which he will have been engaged 
in any other occupation during the last preceding 5 calendar years, whether or 
not consecutive, in each of which years he will have earned wages or salary, 
except that, if an employee establishes that during the last 15 consecutive calen- 
dar years he will have been engaged in another occupation in one-half or more 
of all the months in which he will have earned wages or salary, he may claim 
such other occupation as his regular occupation, or * * *.” 

Section 2 (a) 5 provides annuities for otherwise qualified “individuals whose 
permanent physical or mental condition is such that they are unable to engage 
in any regular employment and who (i) have completed 10 years of service * * *. 

Appellant has proven his inability to engage in gainful employment, in his 
regular occupation, or in any regular employment. 

Appellant was denied his regular occupation with the railroad company, even 
though he offered to return to the job while still in a service-connected status. 

Four reputable physicians certify to appellant’s condition at the present time. 
There has been no change in his condition since the application for annuity was 
made, except a gradual decline in his physical condition. 

It has been shown in the foregoing brief that the Railroad Retirement Board 
errored in their decision on October 12, 1949. 

Appellant now seeks that he be granted disability annuity as provided in the 
Railroad Retirement Act, as amended, and that said annuity be made retroactive 
to the date of application for annuity, plus interest. 

Immediate action is requested. 


{Original filed with Railroad Retirement Board, November 1953] 


NASHVILLE, TENN., August 18, 1953. 
To Whom It May Concern: 

I saw Mr. Lilbern Loyd on August 18, 1953. Mr. Loyd has a history of nasal 
discharge for 16 years. He has had a draining sinus from the lower jaw for 5 
years, 

Examination reveals this patient to have a chronic sinusitis, left antrum, and 
a draining fistula in the lower right jaw, anteriorly. 

My impression is that he has chronic sinusitis of left antrum and chronic osteo- 
myelitis of mandible. 

J. THomas Ryan, M. D. 





{The original filed with the Railroad Retirement Board, November 1953] 


NASHVILLE, TENN., September 2, 1953. 
Re Mr. Lilburn Loyd. 
Mr. Warp Huvperns, 
Chamber of Commerce Building, 
Nashville. Tenn. 

Dear Mr. Hupeins: At your requesi i um submitting a letter concerning an 
examination made on August 28, 1953, for Lilburn Loyd. 

History revealed that this man worked for the railroad 31 years and had 23 
years’ active service. He states that he is now not able to work because of 
several chronic complaints, namely, a draining sinus of his chin, general nervous- 
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ness, and a pain around the left inner gluteal region. The sinus has been present 
on his chin for 5 years and the pain in the back for several years off and on. 
He stated that in 1937 he had a nervous breakdown and was treated at Vander- 
hilt Hospital. He did not know what his diagnosis was but did know that he 
was unable to obtain any insurance since this time. 

Physical examination revealed a well-developed and nourished male, age 52 
years, who was apparently nervous but cooperative, temperature 99°, pulse 108, 
1espiration 18, blood pressure 180/110, height 5 feet 944 inches, weight 164 
pounds. There was present a draining sinus along the right mandible about 144 
inches from the point of chin; patient has false teeth; his pupilary reflexes were 
normal but deep reflexes were hyperactive; eyes, ears, nose, and throat were 
negative except that he wore glasses; heart and lungs, abdomen, genitalia, and 
rectum were all in normal limits; there was tenderness to pressure along the 
sacral coccygeal junction in the left portion; skin presented a petechial, slightly 
exfoliated rash on his back and along the waistline, both anterior and posterior, 
also present on the lower legs. Laboratory examination consisted of: Urinalysis, 
which was negative. Wasserman, which was negative. Hemoglobin, 85 percent. 

Diagnosis: (1) Essential hypertension with a fixed neurosis; (2) chronic 
sinus of right chin probably associated with an old tooth root; (3) coccyalgia ; 
(4) drug rash. 

In my opinion this patient is not suitable for a responsible job, because of a 
fixed neurosis with hypertension. The sinus and drug rash could be relieved. 
Coccyalgia is usually a permanent affliction. 

Very truly yours, 





Jor T. WHITFIELD, M. D. 


{Original filed with Retirement Board, November 1953] 


NASHVILLE, TENN., November 17, 1958. 
Re Lilbern Loyd. 


To Whom It May Concern: 

This is to certify that on today, November 17, I did a complete neuro- 
psychiatric examination on Mr. Lilbern Loyd, of 815 Monroe Street, formerly of 
Tennessee City, Tenn. This is the fourth time that I have done a complete 
neuropsychiatric examination upon Mr. Loyd. The first time was May 11, 1949; 
the second time was June 24, 1950; and the third time was January 16, 1951. 
The findings on each examination have been approximately the same. I have 
been unable to find any organic disease, but suggested that we have an X-ray, 
which he states he did have of his sinuses, and also of his back. I believe that 
he has reports of the results of these X-rays, which I will not attempt to give. 
He states that his sinus condition is very bad and that he has a drainage from 
his right jaw periodically. He has a scar on his face where he has this drainage. 
The pain is much worse in his spine and he is still extremely nervous and restless. 
Some nights he is so tense that he cannot relax to sleep, but just walks around. 

Since I saw him he went to California to try to work as the railroad would not 
give him a pension. He thought the climate would help him. He tried eight 
differert jobs, but could not hold them because of the pain in his jaw and his 
sinus trouble. 

He and his wife are not able to live together, as they have no income, and he 
is unable to support her, and his wife lives with her son. 

Neurological examination revealed that his deep reflexes were markedly exag- 
gerated. He has marked tremor of extended fingers and hands when asked to do 
the finger-to-finger test. It was almost impossible because of his extreme tremor. 
He has severe pain or pressure over the left ilium and left side of sacral. 

It is my opinion that this patient is suffering from a mixed type of psycho- 
neurosis, anxiety, and phsteria, the same as when I saw him in 1949. At that 
time I stated that he was uanble to return to his job for the railroad, and I did 
not think he would ever be, and I am of the same opinion 4% years later. The 
difference in my opinion now is, I am doubtful whether he can hold a job of any 
kind, as he has tried numerous jobs and has been unable to hold any of them. 


Henry B. Brackxrn, M. D. 
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[Original sent to Railroad Retirement Board, November 1953 


NASHVILLE, TENN., July 2, 1953. 
Re Mr. Lilburn Loyd, 904 Monroe Street, Nashville, Tenn. 


To Whom It May Concern: 


This is to certify that Mr. Lilbern Loyd has a chronic draining sinus in his 
right cheek, over the lower jawbone, and needs an excision of said sinus both for 
diagnosis as to its cause and also for treatment. This will require hospitalization. 

Very truly yours, 
Lovis RosENFIELD, M. D. 


CORRECTION OF INFORMATION SUBMITTED IN BRIEF—LILBERN LOYD 


In my brief submitted November 25, 1953, I stated that Dr. Eve, the railroad 
physician, did not see Mr. Loyd at the time the railroad company refused to allow 
him to work. 

Due to Mr. Loyd’s condition, his memory has been somewhat impaired. In 
another interview with him I learn that he was sent to Dr. Eve, who would not 
certify him to return to work on his regular job; that this action upon the part 
of the railroad company was what kept him from returning to his old job and 
trying to work. 

It is the intention of those trying to help Mr. Loyd to present the facts correctly 
in every detail. Therefore we wish this to become a part of the record. 

EpytHE WHITLEY. 

DECEMBER 29, 1953. 


TENNESSEE RAILROAD PENSIONERS, 
Nashville Tenn., January 16, 1954. 
Mr. Rosert H. La Morte, 
Director of Retirement Claims, 
Railroad Retirement Board, Chicago, Ill. 

Dear Mr. LA Morre: I herewith submit the result of examination authorized 
by you, for Mr. Lilburn Loyd. 

Mr. Loyd kept a detailed outline of the period of 5 days in the Veterans’ 
Administration, from 7:30 a. m. to 1:30 p. m., January 11, to January 15, 1954, 
which he gave to me this morning. 

I submit it as a supplement to previous claims in the case, 

If there is anything which Mr. Loyd or myself can add to the submitted 
evidence, let me know. 

You have, no doubt, received from the Veterans’ Administration a report of 
the examination. 

I have recently discussed this case with Congressman J. Percy Priest’s office, 
and am advised to give you a reasonable time to determine your action in the 
matter before he takes over. I trust that a speedy conclusion can be reached, 
and that it may be settled without having to call upon the Congressman and 
our Senator. 

Sincerely, 
EpytTHe WHITLEY, 
Secretary-Treasurer. 





ReEPorRT OF EXAMINATION—VETERANS’ ADMINISTRATION—AS AUTHORIZED BY THE 
RAILROAD RETIREMENT BOARD 


R. R. B. No. A-305859 

Lilburn Loyd—Disability 
Social Security No. 704-09-7821 
Nashville, Tenn. 


Mr. Lilburn Loyd, the patient, in this case entered the Veterans’ hospital, 
White Bridge Road, Nashville, Tenn., at the request of the Railroad Retirement 
Board, on January 11, 1954, at about 7:30 a. m., for examination, as required 
by the Railroad Retirement Act. 

First, it is to be understood that the patient was not ordered into the hospital 
for treatment, for surgery, or experimental purposes. The patient was ordered 
by the Railroad Retirement Board to enter the hospital for examination to 
determine disability as provided in the Railroad Act. 
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It is not the responsibility of the Railroad Retirement Board nor is it pro- 
vided in the Railroad Act to give treatment, surgery, or use individuals for 
experimental purposes. 

In this report Mr. Loyd will be referred to as “patient.” 

The patient was assigned to ward 221 upon entering the hospital. The doctors 
in charge of this ward 221 were Dr. Pesco and Dr. Lester. Numerous other 
doctors assisted, their names too numerous for the patient to keep a record 
of, in fact, they were so numerous that patient did not hear all of their 
hames, 

A Mr. Johnson was in charge of the X-ray records and files. 

Miss Harrington, patient believes, was the secretary on the ward. 

No other names of attending personnel were obtained by patient. 


Monday, January 11, 1954 

Patient entered hospital about 7:40 a.m. Was assigned to ward 221 which 
is the examination ward. Assigned to bed No. 21. 

Interview and case history by Dr. Lester. 

X-ray of chest, four were taken. X-ray machine was found to be out of order, 
prints probably no good. 
Tuesday, January 12, 1954 


X-rays made, 2 or more of chest; 1 blood test made. Nothing more notated 
by patient. 

Wednesday, January 13, 1954 

X-ray of chest, sinus, spine, ete., etc. A considerable number of X-rays were 
made, not certain the exact number. 

X-ray of left hip made. 

X-ray of throat, head, jaw, nose, and at numerous angles. 

Psychiatrist examination, life history. 

Wednesday night, 11 p. m., January 18, 1954. Nasal and head hemorrhage. 

Patient asked for relief, requested Anacin tablets. Patient was refused Anacin 
tablets. Patient left his bed, went to the desk, asked for relief. None was given. 
Patient requested a doctor. Only person available at the time was an orderly, 
who advised patient that he would call the doctor. No doctor came. No nurse 
came. 

Patient preserved napkins used during hemorrhage until the next morning 
when the night nurse came around, and patient showed the napkins to the nurse. 
She remarked “pretty bad.” Nothing was done by the nurse. Still no doctor 
came, until later in the morning. 

Thursday, January 14, 1954 

Dr. Lester came to patient and advised a “spinal puncture’; asked patient to 
signal a permit for a “spina] puncture” and patient refused. 

Another doctor was called. His name Dr. Pesco. When patient was asked 
why he refused the “spinal puncture,” he told the doctor that he was there only 
for an examination, that he had his reasons for not giving the permit, saying 
“My reason being that this authorization from the Railroad Retirement Board 
was for examination only, and not for surgery, that experience in the family 
with ‘sponal puncture’ had had serious results.” 

The doctors were greatly irritated at patient because of his refusal. 

Patient was sent to dental clinic for examination. 

Patient was ordered before four doctors, and was told it was for “diagnosis.” 
The doctors discussed having patient’s time in the hospital extended. Patient 
was not consulted regarding it. Doctor said examination could not be completed 
in 5 days. Patient told the doctor that it would require contacting the Railroad 
Retirement Board as they had authorized the examination. 

Patient phoned his son in the afternoon and asked him to bring the letter 
from the Retirement Board that night; patient also told his son about the 
“spinal puncture” on the phone—the son advised patient not to permit it. 
Patient’s son visited him that night and wanted to have patient released from 
hospital on account of the demands of the doctor to have a “spinal’—patient 
thought that since he had agreed to remain 5 days in the hospital, and that the 
next day would be the last day to fulfill his agreement with the Railroad Retire- 
ment Board, that he would remain the full time. 
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Friday, January 15, 1954 

Early in the morning patient learned that the time for his being in the hospital 
had been extended to some time the following week. He was not so advised 
officially by the doctor, neither was he advised by the Retirement Board, nor 
was patient consulted as to his willingness in the matter, at any time. 

Blood test before breakfast was ordered. After the blood test patient was 
given breakfast. 

About 12:45 p. m. the secretary on the ward came to patient and told him 
to come go for test—did not state what kind of test—patient was given a slip 
of paper on which were written ‘“W. W. B. 417.” The 417 was the clinic or ward 
for patient to go to. 

Patient went to 417 as instructed. He was met by a doctor and escorted into 
a room where machines were set up. The doctor told the patient, in answer to 
patient’s question, the machine was something like a heart machine. Patient 
became suspicious from the actions and preparations being made by the doctor. 
The doctor made up some kind of mixture and began putting the mixture on 
patient’s head at various spots. About this time another doctor appeared with 
a long hyponeedle such as patient had seen used for spinal puncture. Patient 
asked what he was going to do but the doctor made no reply. The doctor who 
was working on patient’s head by this time had attached an electric wire to 
one of patient’s ears. Patient again asked what he was going to do and the 
doctor replied “We have not lost any today.” At this point patient jumped 
up and left the room in a highly nervous state. The actions observed by the 
patient led him to believe that he was going to be forced to electric shock 
and possibly given “spinal puncture” while in shock as doctor with hypo was 
standing by waiting. 

During the time patient had learned through some source that the doctors were 
planning on doing some experimental work or test on him. 

Patient being fully aware of his rights under the railroad retirement law, 
knew that he was in the hospital for examination only, and not for surgery or 
experimental purposes, and that under the Railroad Retirement Act there is no 
provision for treatment, surgery, or experimental acts on the part of the medical 
examination. Patient was also aware that railroad doctors are not required to 
give such examinations to determine a disability or a workable status. Patient 
was aware that under the Railroad Retirement Act that only a general medical 
examination as to fitness or unfitness for regular work on an employee’s regular 
job or in an employee's regular classification of work, is required; and further, 
patient agreed to such examination as provided in the Railroad Retirement Act. 

Patient was in a highly nervous condition at all times but at no time was he 
delirious, unbalanced, insane, senile, under influence of narcotics, intoxicated, 
overly excited, with aberration of the mind, or unsound in mind. He was fully 
competent of knowing what was going on at all times. 

Patient went immediately to the desk and asked the young lady to sign him 
out. The young lady told the patient he was to remain until January 21; that 
his time had been extended. This was the first definite information the patient 
had regarding the extension of the period he was to remain in the hospital and 
was the first time anything had been told him directly or discussed with him 
directly about remaining beyond the authorized 5-day period. The young lady 
told him that she could not sign him out until Dr. Lester so instructed her to do so. 
The patient requested that she contact Dr. Lester. The young lady called several 
stations in the hospital but could not locate the doctor; then she phoned the doc- 
tor’s home where she found him and advised the doctor that the patient wished 
to see him. Dr. Lester came shortly. Upon arriving Dr. Lester said to the 
patient, “You have taken up my time and the nurses’ time and other doctors’.” 
There the doctor stopped but showed considerable agitation. The patient told 
Dr. Lester that he wanted a release. The patient was informed he could not 
sign release papers in that ward, but that he could sign out at the entrance at 
307. The patient went to 307 and there was informed or told to sign two blank 
forms in order to be released. The patient could not obtain his clothes until the 
forms presented him were signed. The forms had not been filled out at the time 
and the patient noted that there was nothing on the forms but some lines and 
some printed questions or words—does not recall what they were. The patient 
phoned his son to come for him. The son reached the hospital about 1:30 p. m. 
or 2 p.m. While waiting for his son, the patient reluctantly signed the form 
presented him in order to obtain his clothes. The patient left the hospital in 
company with his son, about 2 p. m. 
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OTHER INFORMATION 


Patient does not believe that the hemorrhage was entered on his chart. The 
doctor did not interrogate the patient regarding the hemorrhage. 

Patient heard Dr. Lester tell Dr. Pesco that he could not make the examination 
in 5 days. Dr. Pesco advised Dr. Lester, in reply, to ask for more time. 

It was apparent that Dr. Lester was determined to give the patient the “spinal 
puncture” regardless of patients’ consent. 

Patient thinks it was on Thursday, after refusing to sign a permit for the 
“spinal” when he (the patient) was ordered to Dr. Lester’s office. When he 
arrived there both Dr. Lester and the psychiatrist were in the office discussing 
the patient. When the patient arrived Dr. Lester left almost immediately, leay- 
ing patient with the psychiatrist, who set in to “ball the patient out” causing the 
patient to become highly nervous. All this happened shortly after the patient 
refused on Thursday to submit to the “spinal puncture,” The patient told the 
two doctors that he was not going to take the spinal or be operated on. The 
psychiatrist ordered the patient on the bed and take out his teeth; the psychia- 
trist put on rubber gloves and examined patient’s right jaw. The psychiatrist 
meanwhile watched the nerve reaction of the patient. Patient was released and 
sent back to ward 221. 

CONCLUSION 


According to the notification from the Railroad Retirement Board, dated De- 
cember 4, 1953, signed by Mr. Robert H. LaMotte: “Arrangements have 
been made to have you hospitalized for a period of 5 days, during which time 
the examination required will be conducted.” There is nothing said or suggested 
in the order whereby the patient (Mr. Loyd) would be subjected to more than 
the customary medical examination. The clause “examination required” cer- 
tainly is not interpreted to include an examination beyond the scope included in 
the Railroad Retirement Act, and certainly not necessarily an examination as 
may be required under a military law given by a military or veteran’s hospital. 
The question in this patient’s case is simple, “Is Mr. Loyd disabled—disabled 
being defined in the rules and regulations as provided under the Railroad Retire- 
ment Act, and the standardized regulations of that board as provided by law. 

Let it be understood that Mr. Loyd made no objection to X-rays, blood tests, 
psychiatrist examination, or general medical examinations, as provided in the 
railroad-retirement laws under the term of “doctor’s examination” and/or “medi- 
cal examination.” Mr. Loyd consented to all examinations, except those required 
to sign permits. Mr. Loyd was fully aware that if we submited to any examina- 
tion beyond those required under the Railroad Retirement Act, that the Railroad 
Retirement Board would not or could not be held responsible for any serious 
results of such examination. Mr. Loyd not being a veteran he would not be 
permitted to hospitalization beyond those authorized by the Railroad Retirement 
Board. 

Therefore, it is apparent that Mr. Loyd was in his just rights to refuse or not 
allow any treatment, surgery, experiments, or tests, beyond those required under 
the Railroad Retirement Act. 

Submitted. 

EpytTuHe WHITLEY, 
Representing Mr. Milburn Loyd. 
January 16, 1954. 


Jury 14, 1950. 
To Whom It May Concern: 

This is to certify that on May 5, 1949, I did a complete neuropsychiatric exami- 
nation on Mr. Lilburn Loyd of R. F. D. 1, Tennessee City, Tenn. At that time I 
found Mr. Loyd to be suffering from a severe case of psychoneurosis, mixed type. 
He was totally disabled and I did not believe that he could be able for the railroad 
again as he had previously done. This examination was done for the Railroad 
Retirement Board. 

Today, July 24, 1950, he came to me for other examination and I find he is no 
better than he was at the previous examination. He sleeps poorly and jumps in 
his sleep. He is under marked tension shown by exaggerated deep reflexes and 
marked tremor of his hands and eyelids. He has the same marked tenderness 
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on pressure over his sacrum. I feel that he is still disabled and will continue to 
be as far as his previous work for the railroad is concerned. 
Sincerely yours, 

Henry B. BrackIn, M. D. 


NoTe.—It was just about this time Dr. Eve made one of his examinations and 
about the time Dr. Eve obtained this letter from Dr. Brackin. Dr. Eve’s office 
informed Mr. Loyd so long as this letter was not withdrawn that Mr. Loyd could 
not return to his job with the railroad. 





UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
BUREAU OF RETIREMENT CLAIMS, 
Chicago, Iu., December 4, 19538. 


Dear Srr: Before the decision rendered in your case as to your eligibility for 
an annuity on the basis of occupational disability may be reconsidered, a spe- 
cialized examination is necessary. 

This examination is to be conducted at the Veterans’ Administration Hospital, 
Nashville, Tenn., and the manager has been requested to advise you of the date 
and hour upon which to report. Arrangements have been made to have you 
hospitalized for a period of 5 days, during which time the examination required 
will be conducted. Do not report at the hospital at any time other than that 
indicated by the Veterans’ Administration. 

Upon completion of the examination, a report thereof will be forwarded to 
the Railroad Retirement Board and it will then be possible to proceed with the 
reconsideration of your claim. 

Very truly yours, 
Rosert H. LEMorre, 
Director of Retirement Claims. 





UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
BUREAU OF RETIREMENT CLAIMS, 
Chicago, IU., February 19, 1954. 
Mr. LILBERN Loyp, 
Nashville, Tenn. 


Dear Str: As a result of your appeal to the Railroad Retirement Board, you 
were furnished on October 17, 1949, a copy of the Board’s decision holding that 
your permanent, physical, or mental condition was not such as to be disabling 
for work in your regular occupation as a machinist helper or for any other 
regular employment. 

As a result of additional medical evidence submitted in your behalf by Mrs. 
Edythe Whitley, secretary-treasurer, Tennessee Railroad Pensioners, 5 days of 
hospitalization at the Veterans’ Administration Hospital, Nashville, Tenn., was 
authorized in order that a series of specialized examinations could be conducted 
for the Board. 

A report covering these examinations has been received and carefully con- 
sidered, together with the other evidence of record, and such evidence still fails 
to disclose that your permanent, physical, and mental condition is such as to 
disable you for work in your regular occupation as a machinist helper or for any 
regular employment. 

If in the future you feel that your condition has retrogressed to the point 
where you are, in fact, permanently disabled for work in your regular occupation, 
any medical evidence to that effect which you may care to submit will be accorded 
careful consideration. 

Very truly yours, 
Rosert H. LeMorte, 
Director of Retirement Claims. 
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(By direction of the chairman, the following is made a part of the 
record :) 


RAILROAD PENSION CONFERENCE, 
New Haven, Conn., February 21, 1954. 
Hon H. ALEXANDER SMITH, 
Chairman, Senate Labor Committee, 
Washington, D. C. 

Dear Srr: Illness prevented my attending the hearing on 8S. 1776 for the res- 
toration of the combined benefits of railroad retirement and social security. 

We would appreciate it if you would include our enclosed testimony in the 
record of the hearing as it not only favors enactment of S. 1776, but also speaks 
for over 10,000 rail workers from all crafts who have recently petitioned the 
83d Congress to enact legislation providing 30-year, half-pay retirement. 

As you know, S. 1776 by itself will not solve railroad retirement needs of today ; 
far from it. Therefore, rail workers mostly desire, above anything else, 30-year, 
half-pay retirement (maximum annuity $200 a month) as provided in H. R. 122 
and similar bills. And we feel these benefits are possible without increasing 
taxes as we show on page 5 of the enclosed brief. 

Our present retirement system can be summed up as the “too little” and “too 
late’ pension plan, which is forcing thousands needing and desiring retirement 
to defer application for annuity. 

On the other hand, we have a situation with many thousands of railmen job- 
less and looking for employment. And their prospects for work are very dim as 
other industries are laying off workers by the thousands. All this is very bad 
for the good of our country. 

The 83d Congress can, if it desires, reduce unemployment in the rail industry 


by enacting 30-vear, half-pay retirement such as H. R. 122. This would enable 
thousands to retire immediately, thus providing many thousands of jobs for the 
unemployed. Further, it would give those already retired increased purchasing 
power which they and business need very badly. This would be in the best eco- 


nomic interests of our Nation 

We trust the Senate Labor Committee will take early action in recommending 
that Congress enact 30-year, half-pay railroad retirement (maximum annuity 
200 a month) in order to reduce unemployment and provide greater job security 
for the younger men, plus making it possible for men to retire while in good 
health 

Most sincerely, 
CLARENCE B, CARTER, 
National Secretary. 


[TESTIMONY OF THE RAILROAD PENSION CONFERENCE FOR THE RESTORATION OF THE 
COMBINED BENEFITS OF RATLROAD RETIREMENT AND SocraL SECURITY AS PRo- 
VIDED IN 8S. 1776 AND H. R. 356—PLUS—ENACTMENT OF 30-YEAR, HALF-Pay RAIL- 
ROAD RETIREMENT IN OrpDER To RepUCE THE GRowWING UNEMPLOYMENT ON THE 
NATION’S RAILROADS AND THEREBY IMPROVING THE Jos SECURITY OF THE YOUNGER 
WorkKERS, MANY OF WHOM ARE VETS 


The Railroad Pension Conference is a national pension organization of rail 
employees from all crafts and unions. 

We hereby urge the 83d Congress to restore the combined benefits of Railroad 
Retirement and Social Security unjustly taken away in part by Congress in 
1951. 


AVERAGE RAILROAD RETIREMENT ANNUITY SUBSTANDARD 


Rail employees cannot afford a reduction in retirement benefits. Instead we 
need a substantial increase in annuities, preferably a half-pay annuity based 
on the 5 years of highest earnings (maximum annuity $200 a month) as pro- 
vided in H. R. 122. 

Whereas Congress has established the maximum annuity to be $165.50 a 
month, actually the “average’’ annuity is at the substandard sum of $105 a 
month. The wife of the annuitant gets an additional annuity averaging about 
$40 a month. 

This average of $140 a month for two persons fails to meet the minimum 
“budget for an elderly couple” as worked out in 1950 by the United States 
Bureau of Labor Statistics. At the 1952 prices, their meager budget required 
approximately $1,975 a year, or about $164 a month (A. F. of L. Pension Plans 


Under Collective Bargaining, 1953). Thus you see the present railroad retire- 
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ment annuity, on the average, fails to meet the standard set by the United 
States Bureau of Labor Statistics. And prices have risen considerably since 
1952, the figures we quoted. 

The pension conference maintains the monthly retirement check should be 
at a sum sufficient for the retired person and his wife to live on each month 
during retirement. No retired person should have to seek outside employment 
in order to keep body and soul together. Retirement is suppose to be a worker’s 
reward for long years of labor. It should be a period of relaxation and enjoy- 
ment and free from all economic worries. 

Railmen note the Senate Judiciary Committee on May 11, 1953, recommended 
a $10,000-a-year salary increase for Members of Congress, because of increased 
eost of living. This is an increase of $825 a month compared to the average 
$35 a month we ask for retired rail workers. Thus, we trust you realize the 
need for a half-pay annuity for rail workers. 


WHY RAILROAD RETIREMENT AVERAGE ANNUITY SMALL 


The substandard average annuity of $105 a month is due to the unjust method 
Congress uses in computing annuities. Two periods are used: 

1. The depression years 1924 to 1931 are averaged, and added to— 

2. The highly taxed years from 1937 to retirement. Both employee and carriers 
are each taxed 6 percent on $300 of each month’s wages. 

3. Congress is using part of our retirement tax to build a gigantic reserve of 
nearly $9 billion, the interest of which is expected to finance railroad retirement 
for perpetuity. We do not object to a modest “reserve,” but we feel it is most 
unfair for Congress to have us today assume the responsibility of having to 
finance railroad retirement forever in the future. 

Therefore, a half-pay annuity (maximum $200 a month) based on the 5 years 
of highest earnings would be more equitable in determining a fair annuity. 
It would be a more just return on our high tax investment. 


MAJOR CHANGES NEEDED IN RAILROAD RETIREMENT 


While the railroad pension conference supports, and urges the 83d Congress 
to restore the combined benefits of railroad retirement and social security as 
provided in 8. 1776 and H. R. 356, we must point out that this in itself will not, 
and cannot, meet present-day retirement needs. 

The two basic changes desired and needed most by railworkers are, (1) retire- 
ment after 30 years of service regardless of age, and (2) a half-pay annuity 
based on the 5 years of highest earnings (maximum annuity $200 a month) as 
provided in H. R, 122. And the reason for this change is because present benefits 
are too little and come too late. 

We wish to point out here that we note on February 11 a joint committee of 
Congress unanimously agreed to liberalize the retirement system for Members of 
Congress and their employees. And that Congress is expected to give it swift 
approval. 

At present, Members of Congress may retire at age 62 with full benefits after 
6 years of service. The new proposal would permit retirement at age 60 after 
10 years’ service and draw 94 percent of their full retirement benefit. Rail- 
roaders in comparison must be age 65 with 30 years service, and if they retire 
at age 60, takes a reduction of 1149 for each month under age 65. 

The railroad brotherhoods, through Attorney Lester Schoene, had this to say 
about railroad retirement: “The system now fails to meet the purpose for which 
it was set up. * * * The pressure to remain in service when the individual 
should retire is too great * * * the opportunities for the promotion of the 
younger workers are being blocked. (Senate Labor Committee hearings in 
1948. ) 

Mr. William J. Kennedy, former Chairman of Railroad Retirement Board, told 
Senate Labor Committee in 1948, “I submit the present situation offers very little 
incentive for the older men to retire from service. Those who have retired have 
been unfortunately trapped.” 


MORE AND MORE RAILMEN DEFERRING RETIREMENT 


The substandard average annuity of $105 a month reflects itself in the great 
numbers who are deferring retirement. 

The Railroad Retirement Board recently stated: “More aged workers were 
in railroad employment during 1951 than in any previous year since the railroad 
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retirement system began.” Some “92,000 individuals age 65 and over performed 
some railroad service during 1951” and this “was almost twice the low figure 
reached in 1939.” 


THE TOO-LATE RAILROAD RETIREMENT SYSTEM 


Under the present setup, retirement is nonexistent for nearly one-third of the 
rail industry. These workers are making an investment in a nonexistent future. 
The Railroad Retirement Board 1950 figures revealed : 

Out of 100 railworkers 

30 years old, 31 will not live to age 65. 
40 years old, 29 will not live to age 65. 
50 years old, 24 will not live to age 65. 

Railworkers, on the average, are retiring around age 68, due mainly to the 
small average annuity. Since persons reaching age 65, on the average, live to 
about 72 or 73, railmen therefore, live only 4 or 5 years after retiring, on the 
average 


AGE 65 REQUIREMENT HANDICAP TO THOSE IN ILL HEALTH 


Under the present and outmoded age requirement of 65, rail employees suffer- 
ing from middle-age sicknesses, such as, heart, liver, and kidney ailments, 
arthritis, diabetes, hypertensions, ete. (insufficient for retirement), are required 
to work under handicap. Thus, if Congress would give railworkers the “option” 
of retiring after 30 years of service, they would not only make it possible for 
many to live longer, but would also serve the public interest through greater 
efficiency and safety 


UNEMPLOYMENT 80-YEAR RETIREMENT-——AND CONGRESS 


Another problem confronting railworkers is the problem of unemployment. 
Nearly 68,000 have been laid off in the last 12 months. This brings the total 
to some 300,000 laid off since June 1945. 

As Congress knows, the future employment of the jobless railmen and women 
is very dim, since there are huge layoffs in other industries. 

The 83d Congress can, if it so desires, alleviate this situation. It can help 
reduce railroad unemployment by enacting 30-year, half-pay “optional” retire- 
ment legislation, such as H. R. 122. Secondly, it can help the unemployed by 
increasing the daily rate of railroad unemployment insurance, and by providing 
same for a period of 180 consecutive days, instead of 130 days spread over a 
180-day period as presently paid. Railmen trust the 88d Congress will take steps 
to reduce unemployment by enacting H. R. 122 or similar legislation. 


{IRTY-YEAR RETIREMENT GOOD FOR COUNTRY ECONOMICALLY 


Congress can improve the economie conditions of our country through enact- 





ment of 30-year, half-pay retirement for all 
As far as railroad is concerned, it would enable many thousands now desiring 
and needing retirement, to apply at once for annuities. This would provide jobs 


for many thousands now unemployed. Secondly, it would give those already 
retired greater purchasing power, which both they and business need. Many 
now retired and working in outside industries, to bolster their present meager 


annuities, would be able to quit work and enjoy their retirement in relaxation. 
Thus, more jobs would be available to those out of work in other industries. All 
this, as anyone can see, is good for our country, especially in times of an 


economic recession. 
RAIL UNIONS SUPPORTING 30-YEAR RETIREMENT 


The Brotherhood of Railroad Trainmen at their 29th convention in 1950 at 
Miami, Fla., went on record calling for action on 30-year, half-pay retirement. 
Other rail unions supporting same are the United Railroad Operating Crafts 
(UROC) and the Dining Car and Railroad Food Workers Union. 

The International Association of Machinists, Capitol City Lodge No. 1145 of 
Albany, N. Y., met with Congressman Leo O’Brien, requesting he introduce 
legislation providing 25-year retirement for unemployed rail workers. Some 
2,000 rail workers in the Albany area were laid off due to the New York Central 
changing over from steam to dieselization. Representative O’Brien, according 
to the Albany Times-Union, will introduce such a bill. 
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Elm City Lodge 317, Order of Railway Conductors of America, at its January 
1954 meeting went on record supporting the Machinists Lodge No. 1145. 

The railroad pension conference also supports the action of I. A. M. Local 1145 
for 25-year retirement for unemployed railmen, as many of the unemployed 
Albany workers, as elsewhere, have 25 and 30 years service but have not reached 
age 65. This means they will have to wait from 4 to 10 years before they can 
qualify for railroad retirement benefits, unless they choose a reduced annuity 
at age 60, 


NOT EVERY RAILMAN WILL RETIRE AFTER 30 YEARS SERVICE 


The average age for retirement under 30-year regardless of age ‘‘optional” 
plan, would be between ages 58 and 60. (Average age for entering industry is 
between age 28 and 380. (Railroad Retirement Board Report 1946.) ) 

Naturally, everyone entitled to retire at age 60 with 30 years service would 
not apply for annuity. This would keep cost at a minimum. Experience shows 
those in good health, having top seniority and holding best paid runs choose 
to remain working. Therefore, it is necessary for Congress to make retirement 
sufficiently attractive to permit enough men to retire to offset the job displace- 
ments threatening the younger workers. 


THIRTY-YEAR, HALF-PAY RETIREMENT FINACIALLY POSSIBLE NOW 


The pension on conference has always considered its proposed legislation with 
a view of the retirement fund's ability to finance these benefits without increasing 
taxes, and without jeopardizing the soundness of the fund, either now, or in 
the future. 

Congress is now taxing us to help finance retirement for perpetuity. Secondly, 
there is over $38 billion in the “reserve” account in the railroad retirement 
fund. Certainly it is just as important for Congress to help retired railmen 
today as it is in the year 2500 and 3000. 

The Railroad Retirement Board admits being conservative in operating the 
railroad retirement system. (Quotes from Senate Labor hearing May 1948.) 

i. “It should be emphasized that the Board believes that in making cost 
estimates and determining tax rates it should use conservative assumptions.” 

2. “It is impossible to fix any tax rate which can be precise for 30, 50, or 100 
years * * * assumptions must be made.” 

3. “The Board believes the account will be adequate for probably 40 years 
from now and that there will be a large reserve at the end of that time.” 

The nonoperating brotherhoods (House I. C. C., 1951) stated—‘the reserve 
will be completely adequate in perpetuity,” (this was based on an expected re- 
serve of some $814 billion by 1990). 

Trainmen News, June 1950, stated: “Actuaries and economists of the Retire- 
ment Board are attempting to slow up matters by insisting that an increase in 
benefits must mean an increase in taxes. Setting up reserve liabilities for 55 
years hence seems preposterous.” 

Representative Vursell (House I. C. C., 1951), testified: “There seems to be 
something wrong with this setup. Either the financial structure should be 
overhauled, or the reserve in the trust fund is being carried at too high a 
level.”’ 

For the above reasons, railmen believe the present tax structure, and the $3 
billion reserve can finance 30-year retirement at half pay (maximum annuity 
$200 a month). However, if it is found in the future that a tax increase is 
necessary, rail employees will not object to a 1 or 11% percent tax increase, nor, 
would we object to being taxed on $400 a month, instead of the present $300, 
providing of course we receive a half-pay annuity (maximum $200 a month). 

Therefore, Congress has one of two choices to make: 

1. Perpetuate present setup which denies earlier retirement and prevents im- 
proved job security, and advancements, or 

2. Enact 30-year, half-pay retirement (maximum $200 a month), thereby pro- 
viding the younger employees opportunity for improved security in the industry, 
and thus reduce unemployment. 
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STATEMENT OF JOHN GREEN, NATIONAL CHAIRMAN, UNITED RAILROAD WORKERS 
or AMERICA, CIO, BEFORE THE COMMITTEE ON LABOR AND PUBLIC WELFARE ON 
THE RAILROAD RETIREMENT BILL, FEBRUARY 18, 1954 


The United Railroad Workers of America, CIO, representing workers in the 
nonoperating groups in the railroad industry all over the country, appreciates 
this opportunity to present its position in support of the bill now before the 
Committee on Labor and Public Welfare, which would repeal those provisions of 
the Railroad Retirement Act of 1987 which reduce the annuities and pensions 
of retired employees, the annuities of spouses, and the annuities of widows 
and children of deceased employees, by the amount of certain monthly benefits 
payable under the Social Security Act. 

Railroad workers regard the present provisions of the act as discriminatory 
and as an illegal violation of a contract entered into between the employee, 
his employer, and the appropriate Government agency. 

Take the case of two railroad workers. One works the required number of 
years exclusively in employment covered by the Railroad Retirement Act. Both 
he and his employer make the proper contributions to the retirement fund. 
Upon application to the Railroad Retirement Board for his annuity, it is paid 
to the worker in the prescribed manner. 

The other also works the required number of years in employment covered 
by the Railroad Retirement Act. Both he and his employer make the proper 
contributions to the retirement fund. But, this worker also engages in employ- 
ment covered by the Social Security Act. On this employment, he and his em- 
ployer make the proper contributions to the old-age insurance fund. Upon 
application to the Railroad Retirement Board for his annuity, it, too, is paid. 
Put, as required by the act, the annuity of this second worker is maintained at 
the same amount as the annuity received by the first worker by the device of 
reducing it by the amount of his old-age insurance benefit under the Social 
Security Act. This, even though both he and his nonrailroad employer have 
made contributions much in excess of the first employee and his railroad 
employer. 

We contend that the second worker is being discriminated against in com- 
parison with the first worker and is being denied the full benefit of his total 
contributions. 

It is also our belief that the payment of employee and employer contributions 
to the railroad-retirement fund and the old-age insurance fund of social security 
constitutes a contract with each of the Government agencies which administers 
these funds. The agencies, under the terms of these contracts, are obligated 
to pay in full, and separately, the benefits to which the worker is entitled as 
a result of his contributions. Any evasion of this obligation by either agency, 
or by both acting in concert, is a distinct and illegal violation of these contracts. 

If private-insurance companies attempted to evade the obligations which 
they assume upon the acceptance of premiums from, and the issuance of policies 
to, their insured, the hue and cry demanding corrective legislation would arise 
from every quarter with a deafening din. I here voice the appeal of railroad 
workers who are subjected to just such an illegal injustice by the Railroad 
Retirement Act. 

While I am not an authority on constitutional law, and while my experience 
has been in the workshops rather than the schoolrooms, my confidence in the 
inherent fairness of our national institutions is such that I will venture to specu- 
late whether Congress ever had the right to legislate away the benefits of con- 
tracts between employers, employees, and Government agencies as it did in the 
Railroad Retirement Act of 1937. 

Lastly, the United Railroad Workers of America urge that the correction of 
the inequities, injustices, illegalities, and discriminations of the act outlined 
above be applied equally, and for the same reasons, to those sections of the 
act which treat with the annuities of spouses and the annuities of widows and 
children of deceased employees. 

We fervently hope that from these hearings will result a bill which will 
permit railroad workers, their spouses, widows and children, to receive those 
payments for which they have been making proper contributions and which 
have heretofore been denied them. 





RAILROAD RETIREMENT ACT 183 


RicuHMonp, Va., June 10, 1958. 
The Honorable Harry F. Byrp, 
The United States Senate, Washington, D. C. 

DEAR SENATOR Byrp: As you probably know, hearings on 18 bills proposing 
revision of the Railroad Retirement Act to eliminate the present sections cover- 
ing restrictions against dual benefits were held before the House Committee 
on Interstate and Foreign Commerce, June 2—5, 1953. I attended these hearings 
and gained the impression that Chairman Charles A. Wolverton, Congressman 
from New Jersey. as well as the majority of his committee, was quite favorably 
impressed with the need for immediate passage of this proposed new legisla- 
tion. Testimony at the hearings indicated that about 33,000 retired railroad em- 
ployees are adversely affected by those sections of the Railroad Retirement 
Act now in effect, placing restrictions against dual benefits. 

While not yet retired, I, as a railroad employee, with continuous service in 
the railroad industry since 1912, shall, under the provisions of the present law, 
also be adversely affected unless before the date of my retirement, that is, March 
1, 1956, the present law is revised to alleviate the situation. 

With the hope that the proposed new legislation will be reported favorably by 
the House Committee on Interstate and Foreign Commerce and be eventually 
passed by the House of Representatives, I am writing you for the purpose of 
outlining somewhat in detail the situation as it applies to me with the request, 
in the interest of thousands of railroad employees who are likewise adversely 
affected, you and your colleagues in the Senate will lend your support to the 
passage of this proposed new legislation. 

My employment status is as follows: 

I have been in continuous railroad employment since July 1, 1912. Since 
enactment of the Railroad Retirement Law, January 1, 1937, I have been paying 
taxes on $300 of my railroad salary at the regular tax rate as established by 
the Railroad Retirement Act. 

On April 1, 1940, I was promoted to the position of superintendent telegraph 
and signals of the Chesapeake & Ohio Railway Co., with headquarters at Rich- 
mond, Va., which position, under the terms of the railway company’s contract 
with the Western Union Telegraph Co., provides for one-fourth of my total salary 
being paid me direct by the telegraph company as compensation for the service 
I render them. 

The 1951 amendments to the railroad retirement law place a restriction on 
the amount of benefits payable to retired employees who are entitled to old- 
age benefits under the social-security system, if their railroad credits include 
service before 1937. 

When the restriction against dual benefits is applicable, the amount of the rail- 
road benefit will be reduced by the amount of the social-security benefit, but not 
below what the employee would receive on the basis of his railroad service after 
1936 only. If a wife’s benefit is also payable, that benefit is computed on the 
amount of the employee's annuity after reduction. 

On that portion of my salary received from the railway company I pay taxes 
under the Railroad Retirement Act. On that portion of it received from the 
telegraph company I pay taxes under the Social Security Act. Prior to the 1951 
amendments these statutes were such that at the time of my retirement I would 
have been entitled to full annuity allowance under both. However, as indicated 
above, the 1951 amendments will now result in curtailment of my railroad retire- 
ment annuity allowance at time of retirement considerably below the full 
allowance. 

As previously stated, I have been employed by the Chesapeake & Ohio Railway 
Co. and the Western Union Telegraph Co. in this manner since April 1, 1940, 
during which time I, as well as my employers, have been paying into the Govern- 
ment a considerable amount of taxes under these two statutes. 

I am required to pay the same proportionate amount of taxes into the railroad 
retirement as all other railroad employees who are not employed in any other 
industry. Therefore, it does not seem equitable that because of my dual employ- 
ment I shall not be entitled to a full railroad retirement annuity allowance. 

I am sending sufficient copies of this letter to the Honorable Charles W. Tobey, 
chairman, Committee on Interstate and Foreign Commerce, United States Senate, 
requesting that he see that each Member is furnished a copy. I shall be glad to 
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come to your office in Washington for discussing the matter at your convenience 
and to cooperate with you and your colleagues in the Senate in any other way 
you may suggest with a view of bringing about the passage of desired legislation 
which will eliminate the sections of the present Railroad Retirement Act, placing 
restrictions against dual benefits. 


Yours sincerely, 
W. N. HarTMAN. 


(Whereupon, at 10: 44 a. m., the hearing was adjourned. ) 








